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year term, beginning November 10, 1933. Mr. Black has served on the Board since 
October 31, 1929. He is a native of Texas, and was congressman from the First 
District of Texas during the Sixty-fourth and Seventieth Congresses. 
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Taxes are now absorbing a large share of the national 


income and the trend is up! 


Which taxes are the least 


onerous and most equitable? This and scores of other 
questions vital to every taxpayer are answered in .... 


The Theory and Practice of 
MODERN TAXATION 


By WILLIAM RAYMOND GREEN, LL. D. 
For 15 years member of the Ways and Means Committee of Congress and for five years 
Chairman of the Committee; distinguished statesman; Judge of the U. S. Court of Claims 


A masterly tax exposition, in easily read and 
interesting style. A complete guide to sound 
tax principles and their modern application. 


PARTIAL LIST OF CONTENTS 


Income and Profits Taxes; Excess Profits 
Taxes; Capital Gains and Losses; Customs 
Duties ; Sales Taxes in this and other countries; 
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sonal Property, Intangible Personal Property, 
Income. 


You may have a score of tax reference sources but 
without Judge Green’s “Theory and Practice of Mod- 
ern Taxation,” your tax library is as incomplete as a 
law library without Blackstone’s “Commentaries.” 


1 Commerce Clearing House, Inc. 
205 W. Monroe St., Chicago, IIl. 

Send me postpaid “The Theory and Practice of Modern 
Taxation,” by William Raymond Green. Cost $2.75. 

If not satisfactory it is agreed that I may return the book 
within ten days and receive refund if payment made. 


0 Check Enclosed O. Send Bill 
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Are Unlawful Collections from Transferees 






NuMBER 11 


of “Original Taxpayers’ Recoverable? 


By Henry M. GRETSCH * 


collections of illegal income tax assessments” 
is that such taxes may “always” be recovered 
back by the “assessed payer” thereof,’ even if an 
abatement claim has been filed in respect of such 
assessment.” The following rule of 
law has also, with few exceptions, 


Treat “axiomatic” rule of law as to “unlawful 


The applicability of said Section 611 is strictly 
conditioned upon two factors: (a) a “valid” assess- 
ment and (b) its imposition “before” June 2, 1924. 
The absence of either one of these basic requirements 
is alone sufficient to defeat their prohibition as to 
refund of taxes collected after the 
statutory period (even if collection 





been uniformly observed: An un- 
lawfully collected tax, even though 
validly assessed, may be recovered 
by the “assessed payer” thereof. 
These rules are, of course, subject 
to the precedent requirement of the 
timely filing of claim for refund 
and/or suit by such taxpayer.* There 
are no real exceptions to the first 
rule, as so qualified. One outstand- 
ing exception to the second rule, as 
so qualified, is that class of claims 
for refund covered by Section 611 
of the Revenue Act of 1928‘; how- 
ever, this section must be read in 
connection with Section 607 of the 
same Act (Graham & Foster v. 
Goodcell, 288 U. S. 409).° There is no 
doubt that Section 611 of the 1928 
Act, as restricted by its terms, applies | 
to valid assessments against “original ' = 
taxpayers.” Though the aforesaid 
rules, as above qualified, have been 
uniformly followed in respect of 
“original taxpayers,” some recent Federal court de- 
cisions cast doubt on the applicability thereof in 
cases involving unlawful collections from “trans- 
lerees of such original taxpayers.” 











Henry M 


. GRETSCH 





“Attorney at Law, New York, N. Y. 

1 Erskine v. Van Arsdale, 15 Wall. 75-77 (decided in 1872). 

*Graham v. Dupont, 262 U. S. 234 (decided in 1923). 

* Compare R. S. 3226. 

*Sec. 611, 1928 Act.—“If any internal revenue tax . was, within 
the period of limitation properly applicable thereto, assessed prior to 
June 2, 1924, and if a claim in abatement was filed, with or without bond, 
and if the collection of any part thereof was stayed, then the payment 


had been “stayed” by the filing of 
an “abatement claim,” etc.). 

Prior to the enactment on June 2, 
1924, of the Revenue Act of 1924, 
it was the administrative practice 
of the Treasury Department to im- 
mediately assess additional taxes 
determined to be due. Upon the 
assessment, taxpayers were fre- 
quently permitted to file “claims in 
abatement” with the collector and 
thus “delay” the collection until the 
claim could be acted upon by the 
Department. The 1924 Act estab- 
lished the Board of Tax Appeals 
and gave the taxpayer the right of 
appeal thereto whenever thereafter 
the Commissioner should “propose” 
to assess for deficiency ; thus creat- 
ing a radical distinction between 
assessments prior to June 2, 1924, 
and later ones which, generaily at 
least, if objected to, could not be 
made without assent of the Board.® 
In view thereof, the filing of a “claim in abatement” 
in respect of any (except a “jeopardy”) assessment 
of deficiency imposed after June 1, 1924, has been 
statutorily prohibited. Patently, at all times, the 





of such part (made before or within one year after the enactment of 
this Act) shali not be considered as an overpayment under the pro- 
visions of Section 607 . ..’ (Not repealed to date). 

5 Sec. 607, 1928 Act.—‘‘Any tax. . . assessed or paid . . . after the 
expiration of the period of limitation properly applicable thereto shall 
be considered an overpayment and shall be credited or refunded if claim 
thereof is filed within the period of limitation for filing such claim.” 
(Not repealed to date). 

6 Russell v. U. S., 278 U. S. 181. 
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taxpayer has had the “alternative” remedial right 
to file a claim for refund of the tax after payment 
thereof. 

Prior to the enactment (Feb. 26, 1926) of Section 
280 of the Revenue Act of 1926,’ the tax liability of 
an “original taxpayer” could only be enforced against 
a “transferee” of such taxpayer’s property by a suit 
in equity or an action at law,® and property of such 

“transferee” could not be lawfully subjected to a 
distraint for taxes assessed against the said (“trans- 
feror”) taxpayer only. Such suits against “trans- 
ferees” are predicated on the so-called “trust-fund 
doctrine”; furthermore, such suits for the collection 
of any tax assessment imposed before June 2, 1924, 
had to be brought within five years after the date 
when said “original taxpayer” had filed its return.” 

Upon the enactment of Section 280, Revenue Act 
of 1926, the Government was afforded cumulative 
(i.e. “alternative”) modes of procedure (1.e. “reme- 
dies”) in respect of such collections from “transfer- 
ees,” viz.: either (a) timely suit in equity or at law 
or (b) assessment under Sec. 274 of the 1926 Act 
of a deficiency against such “transferee,” based upon 
the unpaid (tax) liability of the original (“transferor”’ ) 
taxpayer." The general nature of the latter (assess- 
ment) proceeding—in respect of “transferees”—is in 
itself a relatively novel circumstance of utmost legal 
significance herein. In view of the latter (Sec. 280) 
mode of (summary) procedure against a “transferee 
of the property of an original taxpayer,” the follow- 
ing distinction manifestly results therefrom: (a) the 
original taxpayer is a “transferor-taxpayer” and (b) 
the transferee under Section 280 [hereinafter called 
the transferee, transferees, “assessable transferee,” 
“assessable transferees,” or “assessed transferee” is 
1 “transferee-taxpayer.” 7” 


Undoubtedly, therefore, such transferee under Sec- 
tion 274 is a “statutory taxpayer”—in its own right 
and name—subject to all of the provisions and limi- 

tations (including “distraint”’) which are specifically 
applicable to all other “statutory taxpayers” of taxes 
imposed under the Revenue Act of 1926 (cf. Secs. 1 
and 2(a-1 & 9) thereof).** Nevertheless, the Gov- 


7 Sec. 280, 1926 Act, so far as material here, provides: 

“‘(a) The amounts of the following liabilities, shall, , be assessed, 
collected, and paid in the same manner and subject to the same pro- 
visions and limitations as in the case of a deficiency in a tax (including 

, the provisions authorizing distraint 

(1) The liability, at law or in equity, of a transferee of property of 
a taxpayer, in respect of the tax : imposed | upon the taxpayer by 
this title or by any prior income, . . tax s€t.’ 

(See similar Sections 311 of the 1928 and 1932 Acts, alike). 

8 Phillips v. a 283 U. S. 589. 

® Bowers v. N. Y. & Albany Co., 273 U. S. 346; Rasseli v. U. S., 
278 U. S. 181. 

1 Sec. 274, 1926 Act, so far as material here, provides: 

(a) If in the case of any taxpayer, the Commissioner determines that 
there is a deficiency, in respect of the tax imposed by this title, the 
Commissioner is authorized to send notice of such deficiency to the 
taxpayer by registered mail. Within 60 days after such notice is 
mailed , the taxpayer may file a petition with the Board of Tax 
Appeals for a redetermination of the deficiency. 


“(c) If the taxpayer does not file a petition with the Board . . 
the deficiency notice of which has been mailed to the taxpayer, shall be 
assessed, and shall be paid upon notice and demand from the collector.” 

* * * * * * * 


(See similar provisions of Sections 272 of the 1928 and 1932 Acts, 
alike). 

117 cighton v. U. S., 53 Sup. Ct. 719. 

4 * A Updike, 281 U. S. 489 (decided in 1930). 

3 “Section 1. This Act may be cited as the Revenue Act of 1926.” 

“Sec. 2 (a). When used in this Act— 

“(1) The term ‘person’ means an individual, a trust or estate, a 
partnership, or a corporation.” 
* * + * * * * 

“(9) The term ‘taxpayer’ means any person subject to a tax im- 
posed by this Act.” 

* 


a * * * * * 
(Similar definitions are found in all revenue acts). 
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ernment has capriciously contended in causes decided 
since U. S. v. Updike, supra,’ that such transferees 
are not “taxpayers.” 

When the Government “elects” ** to assert such 
assessment pursuant to Section 274, instead of insti- 
tuting suit, against a transferee, it cannot thereafter 
repudiate its choice of coexisting remedial rights, 
where such rights arise out of the same material 
facts. This election is irrevocable and conclusive 
upon the Government; and, in any action, suit or 
proceeding based thereon, the choice is an absolute 
bar to its maintenance of a defense inconsistent with 
its elected remedy.** For example, if the Goy- 
ernment elects to collect a “void deficiency assess- 
ment” which it has directly imposed, under the 1926 
Act, upon a transferee and, further, if the transferee 
sues to recover same, then, the Government is estopped 
to set up as a defense the prohibition of Sec. 611 (of 
the 1928 Act) which can apply only, under particular 
circumstances, to a “valid” assessment asserted “be- 
fore” June 2, 1924, against “another” taxpayer (its 
transferor, the “original taxpayer”). Patently, Sec- 
tion 611 cannot chronologically, consistently or 
legally apply to any assessment (valid or void) im- 
posed at any time (under any Revenue Act enacted) 
after June 1, 1924, upon any taxpayer (be it a “trans- 
feror-taxpayer” or a “transferee-taxpayer”’). In other 
words, if the Government, with knowledge of the 
related material facts, deliberately takes the benefits 
of a certain “alternative” course of action (e.g. direct 
and subsequent Section 274 “assessment proceedings” ) 
in enforcing such “transferee’s” (tax) liability, it is 
conclusively bound by all of the substantive results 
which flow from “that” chosen mode of summary 
procedure. 

Therefore, it is important to further distinguish 
herein between: (a) “unassessed” transferees and 
(b) “assessed” transferees. This distinction is most 
pertinent to the question considered herein. 


“Unassessed Transferees” 


ELF-EVIDENTLY, no assessment proceedings 
under authority of. any Revenue Act were ever 
instituted against this class of transferees. As pre- 
viously stated, a suit in equity or at law only may be 
properly and timely brought against an “unassessed 
transferee” to enforce collection of its transferor’s 
unpaid tax liability. Such “unassessed transferee,” 
if well-informed or well-advised, could properly dis- 
regard any notice, not predicated on some judicial 
proceeding, demanding that it pay said transferor’s 
tax, whether the deficiency assessment against the 
said transferor was timely or outlawed—for the very 
simple reason that such transferee is not in legal 
contemplation a “person” against whom a tax assess- 
ment has ever been made. Should a collector at- 
tempt to enforce the wrongful demand by distraint, 
the “unassessed transferee” can successfully enjoin 
such unlawful collection. In the case of Lion Coal 
Co. v. Anderson, it was held: 
Sec. 3224 R. S., providing that “no suit for the purpose of 
restraining the ‘assessment or collection of any tax shall 


be maintained in any court,” would not have inhibited such 
an injunction. The injunction would not have been against 
14 T eighton v. U. S., 53 Sup. Ct. 719. 


Cf. 15 Cyc. Law & Proc. 262-3. 
1662 Fed. (2d) 325 (C. C. A., 10th). 
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the collection of a tax, but against the enforcement by 
distraint of a legal or equitable liability of a transferee of 
the taxpayer’s property. (Italics supplied.) 

In other words, the prohibition of R. S. 3224 is, 
with very rare exception, applicable to “assessed 
payers” of taxes only. In the Lion Coal Co. case, 
supra, the facts, so far as material here, show that 
a warrant of distraint was issued in 1925 against 
the transferor corporation and presented to one L. B. 
Farr, an officer of both the transferor and transferee 
corporations, respectively; furthermore, thereupon, 
the transferee (an “unassessed payer”), in order to 
avoid a levy on its own bank account, paid under 
protest the then unpaid portion of its transferor’s 
(1918 Act) tax liability. Though collection thereof 
was then statutorily barred, recovery was denied to 
said transferee because the grounds of the suit there- 
for differed from those presented in its precedent 
claim for refund. 

In other cases relating to such (transferors’) taxes 
which were unlawfully collected from “unassessed 
transferees,” it has been held that under the particu- 
lar circumstances (e.g. transferor’s “abatement claim” ; 
“stay”; etc.) of the aforesaid Sec. 611, such illegally 
exacted taxes cannot be recovered by such trans- 
ferees (White v. Hopkins, 51 Fed. (2d) 159, (C.C.A. 
5th) ; reversed by same Court in 63 Fed. (2d) 804; 
and U. S. v. Pfaffinger, 333 CCH par. 9501, (C.C.A. 
9th) ). 

In the White case, the gravamen of the ruling is 
that “he (e.g. an ‘unassessed transferee’) who volun- 
tarily pays the taxes of another (e.g. of a ‘transferor’ ) 
cannot recover same.” In other words, he, who, in 
order to avoid subjection of his property to levy by 
process of distraint, pays (under protest, as in this 
case) under mere apprehension thereof and in ignor- 
ance of his legal rights, another’s (e.g. a transferor’s) 
tax liability, is deemed at law to have “voluntarily” 
paid same. 

In the similar Pfaffinger case, the act of the trans- 
feror in filing an abatement claim was imputed, in 
the related decision, to said Pfaffinger (an “unas- 
sessed transferee”) ; and, though the decision is, im 
effect only, undoubtedly correct, the reasoning under- 
lying the determination is, it is respectfully submit- 
ted, erroneous. 

In this connection, it is stressed that in the White 
and Pfaffinger cases, recovery of tax (whether or not 
timely collected) could have been denied to the re- 
spectiv ely “unassessed transferees” even if Sec. 611 
of the 1928 Act had never been enacted. Taxes vol- 
untarily paid by a stranger under a mistake of law 
cannot be recovered back 1” on the ground that, in 
such cases, the “volunteer” (e.g. an “unassessed 
transferee”) is not in legal contemplation the “real 
party in interest” (to bring such action for recovery). 


“Assessed Transferees” 


N this type of cases, the Government deliberately 

and conclusively elects to enforce collection of a 
transferor’s (unpaid) tax liability against its trans- 
leree by the more advantageous method of assessing 
a new, different and subsequent ‘ ‘statutory tax,” un- 
der Section 280 of the 1926 Act, against the trans- 
feree and of compelling the subsequent ‘ ‘statutory 


" Cf. Union Pacific R. R. Co. v. Dodge, 98 U. S. 541 (decided in 1879). 
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taxpayer” to pay, on demand, the new and different 
(1926 Act) “statutory tax” assessment. This 
“assessed transferee” (a “statutory taxpayer,” if 
there ever were one) cannot restrain either the im- 
position of the related deficiency assessment or the 
collection thereof in respect of itself only, even though 
officially made without actual authority of law.’* In 
the case of an “assessed transferee,” collection pro- 
ceedings by distraint (R. S. 3187) cannot be enjoined 
(R. S. 3224) ; whereas, in the case of an “unassessed 
transferee,” and regardless of the feature of “statute 
of limitations,” collection proceedings by “distraint” 


can be successfully enjoined, except as to judgment 
awards.’® 


Under Section 280 of the 1926 Act, “existing liabili- 
ties” only can be asserted (assessed) against trans- 
ferees.2° “Stale demands” cannot be legally imposed 
upon “transferees” (“assessed” or “unassessed’’) ; 
following the authority of Bowers v. N. Y. & Albany 
Co., supra.® If the Commissioner mails a deficiency 
notice, under Sec. 274(a) of the 1926 Act, to a trans- 
feree, two modes of procedure are available to the 
“assessable transferee”: (a) it can take an appeal to 
the Board of Tax Appeals, etc., or (b) it can waive 
such right; pay the tax assessed (Sec. 274) against 
itself only; file a refund claim; and start suit in the 
Federal District Court. The former mode of procedure 
is presently the more expedient one for such “assess- 
able transferee” to elect. 


Assessment (and/or collection) of such “proposed” 
deficiency against a transferee is barred if the period 
of limitation for assessment and/or collection of the 
original (transferor) taxpayer’s liability (tax debt) 
had expired before’ the enactment of the 1926 Act 
(Shaw v. Commissioner, 21 B.T.A. 400; acqd. X-1 
C.B. 59; Gordon v. Commissioner, 27 B.T.A. 377; acqd. 
XII-24-6221; and other B.T.A. cases cited therein). 
In the Shaw and Gordon cases, the Board held, in 
effect, that it was immaterial that the respective trans- 
ferors had previously filed claims in abatement of 
taxes properly assessed before June 2, 1924, against 
them (the original taxpayers). The Commissioner’s 
failure to appeal from said B.T.A. decisions amounts 
to an admission by him that even an “attempt” to 
impose an “illegal tax assessment” under the above 
circumstances is not legally sustainable. In other 
words, the transferee’s constitutional right to enjoy 
freedom from the imposition (assessment) upon it- 
self of an “extinguished liability” (of its transferor) 
has been consistently safeguarded by the Board. 

In the case of Nauts, Collr., v. Clymer,” it was held 
that a transferee, under Section 280 of the 1926 Act, 
can recover a tax which was illegally assessed against 
her and paid by her under compulsion of law—viz., 
Sec. 274(c) of the Act. (The transferor, in this case, 
had never filed an abatement claim.) No appeal was 
ever taken from the (1929) decision. However, in 
the recently decided case of Suisman & Blumenthal, 
Inc. v. Eaton,”® recovery of a “void, Sec. 274, 1926 
Act, tax assessment,” paid in 1927, by an “assessed 
transferee,” was denied to it on the ground (Sec. 611, 

(Continued on page 439) 


18 Phillips v. Commissioner, 283 U. S. 589. 

19 Cf. Lion Coal Co. decision, 62 Fed. - sao CC. A, TO). 
2 Phillips v. Commissioner, 283 U. S. 

21 36 Fed. a 907,- (C. €. & 6th). 

7333 C. GC. R. { 9488 (3. c. Sonn.) 



















































































































































































































































































































































































































































































































































































































































































































































































The Taxation of Chain Stores 


With Special Reference to Wisconsin 
By L. B. KRrueGER * 


ITHIN the last few years special emphasis 
Wis been given the problem of taxing chain 

stores in various states throughout the Union. 
On January 1, 1933, there were thirteen states which 
imposed special taxes in the forms of license or oc- 
cupational taxes on chain stores, while at the present 
time (August, 1933) there are no less than twenty- 
one states which, in one form or another, are pre- 
paring to impose special taxes on multiple store 
organizations. The object of the present article is 
not to place before the reader a 
detailed analysis of various laws 
recently enacted or now in force, 
but rather to stress the circum- 
stances and conditions which are 
responsible for the prevailing belief 
on the part of the taxing authorities 
that the so-called chains should be 
subjected to specific taxes not im- 
posed on independent merchants. 


Social Philosophy Underlying 
Chain Store Taxation 


HE rapid increase in the num- 

ber of states imposing specific 
taxes on the chains is in response 
to the three motivating forces. 

First, there is the idea that the 
chain store is undermining com- 
munity life; that it takes money out 
of the locality; that the independ- 
ent business man has been displaced 
by a salaried employee who takes 
little interest in the support of local 
institutions, such as local govern- 
ment, the unit bank, church, school, 
and community affairs generally; and further that 
in response to these changing forces we are rapidly 
becoming a nation of clerks. 

Secondly, there has been the pressing need for 
additional revenue in recent years on the part of 
governmental units, combined with the idea that 
multiple store organizations possess the ability to 


ay. 

Thirdly, there is the idea that methods of taxa- 
tion commonly in vogue throughout the states, from 
the standpoint of tax justice have failed to place the 
independent merchant and the chain store on a basis 
of equality. 

On the grounds of public policy, the writer 
hesitates to justify specific chain store taxes under 
the first named motivating factor mentioned above. 
Many of the arguments advanced against the chain 
store, or chain bank for that matter, smack of mer- 
cantilism. If it is true that the chain store takes 
money out of the community, it is equally true that 
this money represents purchasing power which may 
be diverted to some other purpose. In the last 
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analysis, the rapid trend ‘in the direction of chain 
organizations in both merchandising and finance is 
but a new phase of the industrial revolution. Revolu- 
tionary changes in transportation result in revolu- 
tionary changes in both trade and finance. 

The second of the motivating forces mentioned 
above, namely, the pressing need for revenue on the 
part of governmental units, does not need emphasis 
at this point. The need for revenue exists, but it is 
the writer’s position that the dominant reasons for 
specific taxes on chain stores in the 
forms of license and occupational 
taxes results from the fact that 
methods of taxation hitherto com- 
monly resorted to have discriminated 
against the independent merchants 
in favor of multiple stores organiza- 
tions. The property tax as com- 
monly administered in the average 
state fails to ntake the chains con- 
tribute their fair share to the cost 
of government as compared with 
independent merchants. This is a 
broad statement. What facts does 
the writer purport to advance in 
support of this proposition? 


The Tax on Personal Property 


HE so-called personal property 

tax is a survival from the days 
when the idea was prevalent that 
a taxpayer’s contributions to the 
cost of government could be equi- 
tably measured by his wealth and 
possessions. Ina simpler economy. 
which existed a half century ago. 
this was probably true. Today, however, these con 
ditions no longer obtain. In recognition of this fact, 
the general property tax exists in name only in less 
than half the states of the Union. In Wisconsin. 
the personal property tax is no longer a tax on per- 
sonal property generally, that is, both tangible and 
intangible items, but only on tangible items falling 
within the category of producers’ goods. With the 
exception that the Wisconsin Statutes still stipulate 
that ornaments, jewelry and precious stones are tax- 
able (which by the way has become a dead letter), 
no single remnant of the taxation of consumers’ 
goods remains. The taxation of personal property in 
Wisconsin has become solely a tax on business, in- 
dustrial and agricultural tangible property on the 
theory that these goods contribute to the taxpayer's 
ability to bear the costs of government. 


It has long been recognized by taxing authorities 
that as a tax on business the tax on merchants’ or 
manufacturers’ stock, machinery, tools and patterns, 
and furniture and fixtures results in many inequal- 
ities. Very few assessors possess the technical 
knowledge to place comparable values for purposes 















ty 
erty 
lays 
that 
the 
“qui- 
and 
My, 
ago. 
con 
fact, 
less 
nsin, 
per- 
and 
lling 
1 the 
ulate 
tax- 
rer), 
ners’ 
ty in 
3, in- 
. the 
yer’s 


rities 
‘Ss’ or 
erns, 
qual- 
nical 


OSES 





November, 1933 


of taxation on stocks of goods in their taxation dis- 
tricts. There is a difference in the efficiency of turn- 
ever as between merchants; there is the season 
fluctuations in inventories throughout the years so 
that on tax listing day one merchant or manufac- 
turer will be assessed when his stock is at the peak, 
while another will be assessed when his stock is at 
a minimum. 


These are inherent defects in the property tax 
which have long been recognized and apply equally 
to all merchants, whether chains or independents. 
It has been, however, the rapid trend in the direction 
of chain merchandising which brought these defects 
into open relief. Asa general rule, the chains possess 
an advantage in the efficiency of merchandise turn- 
over not possessed by the independent merchant in a 
similar line of business. The chains also have been 
known to manipulate the volume of their inventories 
artificially so that on tax listing day stock will be at the 
lowest possible point. As between Illinois and Wis- 
consin or Wisconsin and Minnesota, inventories may 
be moved from warehouse to retail stores in such 
manner as to avoid in whole or in part the assess- 
ment dates in two or more jurisdictions. Oil com- 
panies find it comparatively easy to carry the bulk 
of their stock in bulk stations on the tax listing day, 
thus being assessed at lower unit values.’ 


The Assessment of Merchants’ Stock in Wisconsin 


ISCONSIN: has attempted to correct these in- 

equalities through a change in administrative 
procedure. In 1931, an investigation made by the 
Tax Commission through its supervisors of assess- 
ment revealed the fact that merchants’ stock and 
fixtures in independent stores were assessed at a 
higher percentage of full value than the same class 
of property possessed by chain stores. This was a 
serious indictment of the taxing system of the state 
which had evolved a highly centralized program of 
supervision of assessment and taxation. It seems 
paradoxical to say that possibly the discrimination 
in favor of the chains would have been less in a state 
having no centralized supervision over local assess- 
ments. Prior to 1911 the local assessors in Wiscon- 
sin had been content, in assessing merchants, to rely 
mainly on observation or to permit merchants to 
assess themselves. Following the adoption of the 
income tax in 1911, the newly created assessors of 





'A number of states in the Union have attempted to cure these 
inherent defects by providing that merchants’ stock shall be assessed 
on the basis of an average inventory on a calendar year basis. In 
December 1932, thirteen states—Alabama, Colorado, Connecticut, Idaho, 
Kansas, Louisiana, Maine, Maryland, Mississippi, New Hampshire, New 
Jersey, Ohio and Tennessee—used average amount of merchandise for 
calendar year preceding a specific date. 


Delaware, Pennsylvania and Virginia have abandoned the personal 
property tax on merchants’ stock. In Delaware and Virginia the tax 
is based on the amount of purchases. In Pennsylvania the tax is based 
on the amount of gross sales. In New York and Massachusetts cor- 
porations paying a state excise tax are exempt from the tax on mer- 
chants’ stock. In the remaining thirty states the personal property tax on 
merchants’ stock is still in existence. 


The policy of assessing merchants’ stock on the basis of an average 


yearly inventory fails to cure the above enumerated defects. In some 
respects it makes matters worse rather than to improve them. 


(1) It discriminates against firms maintaining perpetual inventories 
or those possessing the most efficient accounting records. 


(2) It becomes difficult to adhere to the standard of market values. 
Whether stipulated by statute or not, states assessing on basis of average 
inventory find themselves accepting book values for the most part. 

_ (3) In practically all states purporting to assess merchants’ stock on 
the basis of an average inventory, the element of expediency has led 
to the assessment of merchants’ stock for the last month in the year, 
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income were given the threefold functions: (1) 
assessing individual incomes; (2) supervising the 
activities of the local assessors; (3) compiling 
statistical material for county boards. Among the 
many services which assessors of income rendered 
local assessors was that of furnishing them with 
significant items in the financial statements of 
taxpayers who had filed income tax returns. In 
Wisconsin, urban assessors, especially, have been 
educated to the point where in arriving at the value 
for taxation purposes of a factory, store, or stock of 
goods, obtain from either the taxpayer or the super- 
visor of assessments the book values submitted by 
the taxpayer at the close of the preceding fiscal pe- 
riod. Having obtained the book value of a stock 
of goods as of January 1, the local assessor on the 
basis of goods sold and purchases from January 1 
to May 1, makes adjustments to arrive at the book 
value as of May Ist, the assessment date in Wiscon- 
sin. Book values are not market values and hence 
not values for purposes of taxation. Changes in 
the price level, price trends in the industry involved, 
local business conditions, the amount of dead stock, 
are elements to be considered by the assessor in 
arriving at the market of the goods involved. Granted 
that such procedure has its limitations, it is superior 
to attempting to assess from mere observation or per- 
mitting taxpayers to assess themselves. 


For a time it appears to have been overlooked by 
the Tax Commission that this procedure resulted 
in discrimination against the independent merchants. 
The supervisors of assessments were unable to give 
the local assessors the same assistance in arriving 
at the value for taxation purposes of merchants’ 
stock in chain stores for the reasons that these organ- 
izations invariably handed in a consolidated property 
statement which failed to show separately the book 
values of their assets in separate taxation districts. 
Neither did the local assessor have access to the 
books of records of multiple store organiations. 
The ledgers would usually be in the central office 
in some distant city and the local manager in charge, 
when asked about the taxable property under his 
control, came forth with the alibi that he knew noth- 
ing about the book values of the property under 
their control, which was probably true. 


Beginning with the assessment season of 1931, the 
Wisconsin Tax Commission took steps to place the 
independent merchant on an equality with the chains 
in this respect. All organizations with two or more 
stores were required to submit a list of stores show- 
ing the location of each, together with book values 
of merchants’ stock and fixtures of each store or 
warehouse at the close of the fiscal period preceding 
May 1, and the market value of the same on May 1. 
In case the market value on May 1 was less than 
the inventory reported for income tax purposes, the 
taxpayer was asked to explain the discrepancy. To- 
gether with individual statements for each store, a 
consolidated statement was requested which was 
checked against the total value reported for income 
tax purposes on January 1. These statements when 
checked in the central office of the Tax Commission 
were transmitted to the local assessors. 
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Procedure Followed in 1932 


HE procedure adopted in 1931 tended to mitigate 

very greatly the influences making for discrimi- 
natory assessments, but brought to light other 
sources of inequalities. The book value of a stock of 
goods in a chain store is not comparable with the 
book value of a stock of goods in the same line of 
business in a store or warehouse owned by an in- 
dependent merchant.? This comes from a difference 
in trade practice. The independent merchant usually 
buys his goods through jobber wholesale channels. 
The large national chain organization usually buys 
his merchandise directly from the producer. In 
some of the more highly integrated national chains 
the goods on the shelves come directly from self- 
operated and owned factories, and the jobber, whole- 
saler margin has in whole or in part been eliminated. 
Furthermore, the large chain organization charges 
the cost of purchasing directly to expense and not 
to the merchandise account. The same thing is true 
of freight and cartage in. In contrast, the prevailing 
practice for the independent merchant is to incorpo- 
rate the cost of purchasing and freight and cartage 
in with the cost of his merchandise. 

In recognition of the facts mentioned above, the 
Wisconsin Tax Commission changed somewhat the 
procedure in 1932. Instead of asking for a lump sum 
inventory, more detailed information was requested. 
For each unit store or warehouse, chains were re- 
quired to submit the last physical inventory preced- 
ing May 1, goods purchased to May 1, cost of goods 
sold to May 1, book value of goods as of May 1, with 
an estimate of the market value of goods as of May 1, 
and in addition supplementary information including 
the extent to which the jobber, wholesaler margin 
had been excluded or included, and the extent to 
which cost of purchasing, freight and cartage in, had 
been incorporated in the cost of the goods. 


Procedure for Oil Chains 


N the case of the larger oil chains, lump sum in- 
ventories were requested in 1931, the same as for 
stores and warehouses. In 1932 and 1933 the Tax 
Commission found it necessary to make a change in 
procedure. Every oil company having service and 
bulk stations in two or more taxation districts was 
required to submit statements showing the number 
of gallons of gasoline, oil distillates, kerosene, grease 
on hand on May Ist, together with the cost.to them 
of each commodity.. This brought to light a number 
of administrative problems. One of the large na- 
tional chains reported a laid-down unit cost for gaso- 
line of 5.8 cents per gallon in one city of Wisconsin. 
The next largest competitor in the same section of 
Wisconsin reported a laid-down cost of 8.1 cents per 
gallon for gasoline of approximately the same grade. 
2It is contended “by the chain that the influence mentioned above 
making for non-cortiparable book values as between the chain and inde- 
pendent is more than offset by the fact that the chain keeps more 
accurate records, in many cases maintaining perpetual inventories in 
contrast to slip- shod bookkeeping records of the average independent 
merchants. There is some truth in the contention. However, this 
argument loses some of its force in a staté which has had an income tax 
for more than two decades. In Wisconsin, adequate bookkeeping records 
for individuals, partnerships, and corporations have long been recog- 
nized as an indispensable factor in the successful administration of the 
income tax. As a general rule, independent merchants keeping a double 
entry bookkeeping system take a physical inventory once a year and 


balance their books yearly, submitting both financial and operating 
statements with -their income tax returns, 
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These were bulk station prices. Unit prices for 
service stations owned by the above companies were 
6.3 cents and 8.7 cents, respectively, per gallon— 
approximately one-half cent higher than in the bulk 
station. The laid-down cost for service station owned 
by independent varied all the way from 8.8 cents per 
gallon to 11.5 cents per gallon. 

It should be emphasized that these are cost data 
and not values for purposes of taxation. In the case 
of a stock of goods, book values and costs, however, 
constitute the most important single element reflect- 
ing the probable market value of a stock of goods, 
if sold in its entirety. Insofar as the assessor gives 
any weight to the element of costs in this particular 
situation, he would undoubtedly place dissimilar 
values on substantially similar commodities in the 
same stage of the marketing process and the same 
taxation district. It is reasonable to suppose that the 
resale value of similar stocks of goods similarly 
situated would be approximately the same. 

In view of the facts presented above, it is difficult 
to comprehend the reasoning of the Wisconsin Su- 
preme Court in the Wadhams decision * that the Wis- 
consin chain store law enacted by the special session 
of the legislature did not apply to filling stations on 
the ground that the filling station was not a store. 
What appears to have been entirely overlooked by 
the court was the fact that in the oil business highly 
integrated chains possess an advantage in mer- 
chandising, which makes it difficult to assess prop- 
erty in a chain station and an independent station on 
a comparable basis. Especially is this true if the 
assessor places any reliance on costs. In the one 
case, jobber and wholesale margin will be excluded. 
In the other they will be included. In the one case, 
costs of purchasing and freight and cartage in will 
be charged to expense and the other case to mer- 
chandise. Due to superior organization, the big 
chains will, on tax listing day, have a number of in- 
ventories on hand, carrying surplus stock in bulk 
station or across the borders of a neighboring state 
where property at the time is non-assessable. 

Regardless of whether a filling station is a store 
or not, the same conditions prevail making for dis- 
criminatory assessments as between chain organiza- 
tions and independents. When the laid-down cost of 
one chain is 5.8 cents per gallon, for another &.1 
cents, it is easy to see that an assessor is liable to go 
astray in establishing values for purposes of taxa 
tion, if he places any reliance on book values. 


In view of the wide discrepancies in costs reported 
by oil companies, the Tax Commission, in 1932 and 
1933, required oil companies to report quantity data 
as in the preceding year. The unit price applied to 
bulk stations was the mid-continent price in car load 
lots at Tulsa plus cost of transportation to point of 
destination, while products in retail service stations 
were valued at the service station’s selling price less 
the gasoline tax and the quantity discount or ret iil 
margin. Many oil companies questioned the legality 
of this procedure. The Tax Commission, however, 
justifies its position on the grounds that similar com- 
modities in the same stage of the marketing process 
in the same taxation district should have the same 


3 Wadhams Ott Co. v. State of Wis., 245 N. W. 646, and again on 
motion for rehearing, 246 N. W. 687. 
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value for purposes of taxation and that the mid- 
continent price for gasoline in carload lots plus trans- 
portation costs would govern the probable resale 
value of a stock of gasoline, even though the laid- 
down cost through the marketing channels to a 
highly integrated chain would be below that figure. 
[It is the cost to the public generally which is con- 
trolling. 


Improvements in Procedure No Cure for 
Inherent Defects 


T IS believed that the same discrepancies in book 
values as between nation-wide chains and inde- 
pendent stores exist in the grocery, drug or dry goods 
business and numerous other mercantile lines. One 
source of discrimination is to be found in the differ- 
ent rates of turnover of merchants’ stocks in the 
chains as compared with the independents. The 
independent will carry on his shelves, as a rule, goods 
which move less rapidly and have a rate of turnover 
of eight and ten times per year. The chain store 
in the same line of business will turn his stock sixteen 
to twenty times per year. These are hypothetical 
illustrations, but conform closely with the facts in 
the grocery business. 


This source of discrimination exists as between in- 
dependent stores or as between chain stores. A 
furniture store may not turn its stock more than 
once or twice a year, while a drug store and a grocery 
store may turn their stock twenty to thirty times 
per year. A lumber yard may not turn its stock once 
in the course of a year’s time. Indeed, instances have 
come to light where the same stock in a lumber yard 
was assessed as merchants’ stock during three suc- 
cessive assessment seasons. The same thing was true 
during the past three or four years in the tobacco 
business. The identical bales of tobacco were placed 


on the assessment rolls during the assessment sea- 
sons of 1929, 1930, 1931, 1932, and 1933. 


Another reason why the merchandise inventory 
possessed by a merchant or manufacturer is not a 
fair measure of the contribution which should be 
made to the costs of government arises from sea- 
sonal fluctuations in merchants’ and manufacturers’ 
stocks. Where assessments are made as of a specific 
date, one merchant or manufacturer may be assessed 
when his stock is at the peak, while another will be 
assessed when his stocks are at a minimum. The 
manufacturer, also, who desires to stabilize employ- 
ment by producing for stock will be penalized in com- 
parison to the manufacturer who produces only what 
is sold from day to day. - 


In view of the facts presented above, some au- 
thorities on taxation have long contended that the 
tax on merchants’ stock should be repealed substitut- 
ing therefor a business or license tax measured by 
the volume of gross sales. In an attempt to place 
chains and independent stores on a tax equality, the 
usual procedure has been to retain the tax on mer- 
chants’ stock and then to subject the chains to an 
additional tax which will tend to offset many of the 
inequalities mentioned above. However, many of 
chain stores’ license taxes now in vogue in the 
various. states are purely arbitrary. In Alabama the 
minimum per store tax is $1; in Arizona it is $3; in 
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Florida it is $15; in Indiana it is $3;,in North Caro- 
lina it is $50 for each store in excess of one; in South 
Carolina it is $5; and in the old Wisconsin law the 
minimum was $10. Maximum per store rates vary 
all the way from $20 for each store over twenty in 
Indiana, to $150 for each store in excess of thirty in 
South Carolina. Kentucky measures the contribu- 
tion which the chains should make to the costs of 
government on the basis of retail sales, and that the 
law is classed as a chain store tax arises from the 
fact that starting with a very low rate of five cents 
per $100 of retail sales where gross sales are $400,000 
or less, the rate progresses rapidly to one dollar per 
$100 of gross retail sales where the gross sales of 
organizations are over $1,000,000. Virginia resorts 
to the same principal excepting that the taxing base 
is the amount of purchases in contrast to gross sales. 
Because of these highly progressive rates, the burden 
of taxation will be heaviest on the larger, highly 
integrated chain organizations. Assuming that the 
chains possess an organization value in merchandi- 
sing and that the usual procedure of administering 
the property tax results in discrimination against the 
independent store, does an additional tax of $25 per 
store or $150 per store measure the offsetting ad- 
vantages which the chain store possesses? 


It is, therefore, believed that the changes in pro- 
cedure adopted by the Tax Commission in 1931 
eliminated only in part the sources of discriminatory 
assessments as between the chains and independents. 
Insofar as the book values were comparable, the local 
assessors were given the same assistance in assess- 
ing the property of the chains that they had been 
receiving since 1911 in assessing the property of 
the independents. The inherent defects of the 
personal property tax, however, such as greater 
efficiency and turnover, seasonal fluctuations in in- 
ventories, and artificial manipulation of inventories 
on the part of the chains, could not be corrected 
through any improvements in procedure. 


Wisconsin Occupational Tax on Chain Stores 


OME such considerations as the foregoing were 

in the minds of the legislators when they passed 
Chapter 469, Laws of Wisconsin, 1933, which im- 
posed a tax on gross income derived from retail 
operations of all chain stores. 


The emergency tax on chain stores enacted im- 
poses a tax on gross income derived from retail 
operations. A chain store is defined as “every 
person engaged in the business of operating or main- 
taining under the same general management, super- 
vision, or ownership, two or more stores, mercantile 
establishments or places where goods, wares or mer- 
chandise of any kind are kept.’ Only the gross sales 
derived from retail operation of so-called chains are 
brought under the act. The act went into effect on 
July 29 and is effective until December 31, 1935. 


The rates under the law are as follows: 


Gross income of $ 100,000 or less....... 6/200f1% 
Gross income over 100,000 but not over 

RS 7/20 of 1% 
Gross income over 500,000 but not over 

LUGO OOO ........ 8/20 of 1% 


(Continued on page 440) 
















































































































































































































































































































































































































































































































































































































































































The National Tax Association 


| Conference 


NUMBER of important tax problems were 
the subject of discussion at the Twenty-sixth 
Conference of the National Tax Association 
held at Phoenix, Ariz., October 16 to 19, 1933. 
Marked division of opinion on several issues before 
the conference resulted in perhaps less than expected 
progress in getting official association endorsement 


of specific recommendations for remedial tax legis- 
lation. 


At the opening session Franklin $. Edmonds of 
Philadelphia, president of the National Tax Associa- 
tion (1932-33), presented “A Taxing Program for the 
Nation” involving as 
one feature centralized 
Federal collection of 
gasoline, tobacco, cig- 
arette and other taxes 
that both the Federal 
Government and states 
are now collecting. II- 
lustrative of the opera- 
tion of such a system, 
he suggested, instead of 
the heterogeneous gas- 
oline tax levies now im- 
posed, a four-cent Fed- 
eral gasoline tax, three 
cents of which would 
be rebated to states 
levying no gasoline tax. 
Among the advantages 
attributed to such a 
plan were greatly lessened collection costs and in- 
creased collection efficiency. Mr. Edmonds seemed 
to see in the impending taxes on alcoholic liquors 
a revenue hodgepodge. “Are we to have forty-nine 
various methods” [of taxation], he asked, “or shall 
there be one uniform method? Let us give our tax 
collecting work to the unit of government best fitted 
to do the work.” 


The movement to make the Federal Govern- 
ment an agency for the states in collection of cer- 
tain taxes encountered neutralizing opposition from 
a considerable number of zealous states rights ad- 
vocates and conferees with bureaucracy fears, which 
resulted in a conference stalemate on this issue. 


Another feature of the opening session was a re- 
view of 1933 tax legislation by Raymond E. Man- 
ning of the Legislative Reference Service of the 
Library of Congress. 

The second day of the conference was principally 
devoted to consideration of tax questions of im- 
mediate interest to southwestern and western states. 








FRANKLIN S. EpMonps 


Centralized Administration of Sales Taxes Proposed 


Bee sales tax forum on the third day again 
afforded an opportunity for advocates of cen- 
tralization of tax collection to bring a specific appli- 
cation of their plan before the conference. 


“State sales taxes are warranted,” said Seth T. 
Cole, Deputy Commissioner and Counsel to the New 
York State Department of Taxation and Finance, 
“only when an emergency makes them necessary. 
The tax is essentially one that for economic and so- 
cial reasons should be exacted by the Federal Goy- 
ernment. The New York retail sales tax law, which 
imposes a tax of one per cent on sales of tangible 
personal property, is by its terms limited in its 
operation to the period from May 1, 1933 to June 
30, 1934. It ought not to be continued unless the 
financial condition of the State Government demands 
it.” Mr. Cole further said: 


A fedetally administered sales tax would by its very 
nature tend to reduce the aggregate tax burden. Illinois 
has appropriated $1,200,000 for the administration of its 
sales tax, New York has appropriated $400,000, and large 
appropriations have been made in the other sales tax states. 
If all of the states should adopt the sales tax, the cost of 
administration of the various laws would run into many 
millions of dollars, all of which would be saved by a Fed- 
eral law. Not only is this true, but a saving as great, or 
even greater, would result to taxpayers who, instead of 
making returns for one or more states in addition to their 
Federal return, would be required to make but one return 
to the Federal authorities. Duplicate costs of.administra- 
tion and duplicate costs to taxpayers would be eliminated. 


The time is past when it is possible to view the great 
economic problems of this Nation through state eyeglasses. 
There must be a free flow of economic impulses, unham- 
pered and unrestricted by the imaginary boundaries which 
constitute state lines. This is especially true at this time 
of rehabilitation when our business and industrial life is 
being molded anew. One of the crying needs of the times 
is for uniformity of business taxation in the United States, 


and a Federal sales tax would be an important step toward 
that end. ; 


A sales tax is by nature regressive and ought not to be 
countenanced unless properly balanced by progressive in- 
come and inheritance taxes. This again demonstrates the 
wisdom of confining the sales tax to the Federal Govern- 
ment, which already has graduated income and death taxes, 
which is not the case with many of the states. A Federal 
tax can be considered in its proper perspective and rates 
determined which will take into consideration the extent 
to which other taxes are levied. 


Whether we like it or not, this country is definitely 
launched on a program of sales taxation, and it is fitting 
that action should now be taken to insure its administration 
along proper lines which in turn will insure a fair distribu- 
tion of the revenues among the Nation and the states with 
intelligent and proper application of the tax, so as to miti- 
gate so far as possible, the untoward effect which it will 
have upon business and industry. 

Action should be had at the next session of Congress 
before the sales taxes have become an integral part of 
state taxing systems. Otherwise it may be too late. The 
Congressional Act should contain suitable provisions to 
prevent the states from receiving a portion of the Federal 
taxes while at the same time retaining state sales taxes. 
This could readily be accomplished by a provision for 
withholding the Federal distribution to the extent that the 
amount thereof is raised by state sales taxes. 


The operation of the sales tax in their respective 
states was described by Mr. A. H. Stone, chairman 
of the Mississippi Tax Commission, and Leon D. 
Metzger, Secretary of Revenue, of Pennsylvania. 
Mr. Metzger explained that the tax in Pennsylvania 
was an emergency measure that remained in force 
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for six months only. Actual collections of $9,300,000 
fell nearly 25 per cent below the estimated revenue 
~~ the tax was imposed. 


J. Maxwell, North Carolina commissioner of 
rev pe Simeon E. Leland, member of the Illinois 
State Tax Commission, and G. A. Critchlow, mem- 
ber of the Utah State Tax Commission, reviewed 
their state sales tax laws briefly. 


Control of Public Expenditures Considered 


T the fifth session of the conference, Dr. Harley 
L. Lutz of Princeton University, chairman of 
the Committee on Control of Public Expenditures, 
presented a preliminary report by that committee. 
The report reviewed the critical situation pre- 
sented by government debt burdens and high costs 
of government. “We are confronted,” the report 
said, “by the bitter prospect that government in- 
solvency, already an accomplished fact in many mu- 
nicipalities and some states, may become general. 4 
“Expenditure control” and more efficiency in gov- 
ernmental organization were advocated. Some of the 
points made in the report follow: 


Expenditure control means the intelligent and purpose- 
ful determination of the amounts that are to be spent for 
the governmental services and the operation of these serv- 
ices under conditions which will assure maximum efficiency 
and economy. It contemplates sound public financing, the 
elimination of waste and the abolition or curtailment of 
unreasonably lavish public services. 

The intelligent and purposeful determination of the 
amounts to be spent on the several governmental services 
will require the active, sustained: attention, first, of the 
regularly constituted agencies and officials of government, 
and second, of the citizens themselves. ; 

Efficient administration requires that jurisdictional ad- 
ministrative organization should be appropriate to the gov- 
ernmental functions to be performed. Maladjustments of 
functional allocation are responsible for unnecessary public 
expenditures of substantial amount. 

The present distribution of the several governmental 
functions among different grades of governmental units is 
a product of our social and governmental development in 
large part accidental, fortuitous. Certain functions have 
remained a local responsibility, although the tremendous 
improvements of the past 30 years in communication and 
transportation suggest that they could be performed more 
economically and more satisfactorily over a larger area. 

Certain other functions have been centralized under state 
control, but without adequate consideration of the possi- 
bilities of obtaining better performance within properly 
designed intermediate districts. . 

In many parts of the country there are too many small, 
weak units of local government, such as townships, bor- 
oughs and other types of small municipality. Some states 
have too many counties, while a few critics of our entire 
federal system are insisting that we have too many states. 

In the local field, however, no one will dispute the 
necessity for a reduction in the number of administrative 
units. 

The revenue resources of any governmental unit should 
be commensurate with the burden of services to be per- 
formed by it. ... 

So far as possible, there should be but a single local 
administrative authority over any given area and over the 
population within that area. ... 

The personal responsibility of administrative and finan- 
cial officers (of government) should be direct and inescapable. 

The policy-determining authority and the administra- 
tive authority should be vested in different groups or persons. 

. Adequate agencies and instrumentalities of expenditure 
control must be provided. 

Proper training should be provided for the permanent 
personnel in the public service. ... Comprehensive financial 
planning should precede all concrete expenditure proposals. 
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The experiences of the past few years have made the 
whole world conscious, as never before, of the economic 
cycle,” the report continued. “The certainty of abnormal 
financial burdens and difficulties during the depression 
phase of the economic cycle demands that in the future, 
great concern should be displayed with respect to the 
cyclical variations of taxable capacity and public spending.” 

Among the recommendations offered to promote 
order and system in financial administration are: 


1. A budget system, preferably of the executive 
type, with provision for executive control over the 
preparation and the execution of the financial pro- 
gram. 

2. Centralized purchasing for all governmental 
units large enough to warrant the application of such 
a policy. 

3. A uniform system of accounting and auditing ; 

4. For all governmental divisions inferior to the 
state, uniform and reasonably strict control of bor- 
rowing, in order to prevent a recurrence of the ex- 
cesses which have resulted in wholesale defaults. 

5. Adequate agencies, in the form of departments 
and divisions of the state government, for the ex- 
ercise of effective control and supervision over the 
fiscal operations of state and local administrative 
authorities. 

6. A procedure whereby individuals or groups 
of citizens may openly present their views on any 
question of financial policy in order to provide more 
complete and accurate information, greater publicity 
for the facts and a more adequate expression of the 
popular will. 

The members of the Committee on Public Ex- 
penditures are Harley L. Lutz, chairman, New 
Jersey ; Frederick M. Davenport, New York: : Ogden 
L. Mills, New York; Milbank Johnson, California : 
Philip Zoerscher, Indiana; Luther Gulick, New 
York; Rupert F. Asplund, New Mexico; C. H. Mor- 
rissett, Virginia; George G. Tunell, Illinois. 


Report on Uniformity and Reciprocity in Tax 
Legislation 


T the seventh session of the conference the final 
report of the Committee of the National Tax 
Association on Uniformity and Reciprocity in State 
Tax Legislation was made by Senator Franklin S. 
Edmonds, chairman of the committee. 
Progress was reported from the committee’s ac- 
tivities in the matter of reciprocity between states 
in the application of taxes. 


At the 1931 Conference the Committee reported upon a 
possible loophole in state inheritance tax legislation, illus- 
trated by the decision of the Court of Appeals of New 
York State in the matter of the Estate of Alice P. Martin. 
It will be recalled that this decedent was a resident of 
Connecticut but that upon her death ancillary letters were 
issued to a New York corporation which collected the as- 
sets and distributed the same without regard to the inherit- 
ance tax which was due to the State of Connecticut, and 
the decision to which reference is made above held that 
one state could not enforce its local taxing laws by using 
the legal process of another state. 

To meet this situation the committee recommended a 
reciprocal statute whereby the enacting state provided that 
in the event of ancillary administration upon the assets of 
the estate of a nonresident decedent, the ancillary admin- 
istrators should not be discharged until evidence had been 
furnished that the inheritance taxes due to the state of 
domicile had been paid, provided the state of domicile 
would reciprocally grant the similar privilege to the enact- 
ing state. 
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The report disclosed that this reciprocal statute 
has been enacted in the following states: New Jersey, 
effective April 6, 1932; Rhode Island, effective April 
21, 1932; Virginia, effective June 21, 1932; New York, 
effective March 21, 1933, but applying to estates 
of decedents whose death occurred on or after Sep- 
tember 1, 1930; Connecticut, effective April 4, 1933; 
New Hampshire, effective April 18, 1933; Maine, 
effective June 29, 1933; Pennsylvania, effective Sep- 
tember 1, 1933; Ohio, effective September 22, 1933; 
Massachusetts, effective October 5, 1933. 


The action of these ten states was commended 
and an invitation extended to the other states of 
the Union to cooperate along the same lines. 


A statement of the extent of the committee’s co- 
operation with the Fiscal Committee of the League 
of Nations in studies concerning the allocation of 
profits was rendered. 

The third major division of the committee’s ac- 
tivity has concerned the allocation of income of 
interstate businesses between the various income- 
taxing states which have taxable jurisdiction of the 
same. As to this activity and the results of a con- 
ference of the committee held in December, 1932, 
Mr. Edmonds reported, in part, as follows: 


Twenty-four states now impose income taxes and practi- 
cally all of them apportion the total business income 
through the use of various formulas which are inconsistent 
and involve taxation of more than 100 per cent of the in- 
come of a given business. Where, for example, one state 
allocates income solely by reference to the portion of 
property within and without the state, and another state 
allocates the income of the same business solely by refer- 
ence to sales within and without the state, the same income 
is often allocated to two places and taxed ‘twice. 


It was agreed that the problems of double taxation which 
arise when several states allocate business income by in- 
consistent methods, have become serious and will become 
increasingly serious as the number of states adopting the 
income tax increases. If justice is to be done to American 
business this can be accomplished only through uniform 
methods of allocation. In no other practicable way can a 
business that is interstate in its scope be relieved of the 
heavy, unjust and growing burden of double taxation. The 
National Tax Association has been studying this problem 
through various committees over a period of twelve years, 
and the present conclusion is reached in view of the 
various studies that have been made. 


As a result of the discussion it was agreed by all present 
that the so-called Massachusetts formula afforded the best 
meeting ground for uniformity among states. This formula 
allocates the total business income according to the pro- 
portion of 


(1) Tangible property within the state to total tangible 
property; 

(2) Sales made or chiefly handled by or from estab- 
lishments in the state to total sales; 

(3) Wages and salaries paid employes in the state to 
total wages and salaries; 


and assigns an equal one-third weight to each of these 
factors. 


The principal reasons for recommending this formula 
were as follows: 


1. It is a comparatively simple and well-balanced for- 
mula giving weight to the principal elements contributing 
to the income and taking a middle ground between the 
most extreme formulas now in use. 


2. Over ten years’ experience in Massachusetts has 
proven the formula to be generally satisfactory, both to the 
state and to the taxpayer, from which it may be inferred 
that on the average it has approximated the results of 
separate accounting with a saving in time and expense to 
both state and taxpayer. 
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3. Five states (Massachusetts, California, Oregon, Utah 
and Montana) are already using this formula, and sjx 
other states (Wisconsin, Washington, Idaho, Arizona, Kan- 
sas and Minnesota) are using formulas not differing greatly 
in result. This gives a good starting point for uniformity. 

4. The committee believes that the use of this formula 
as applied to income from manufacturing and/or merchan- 
dising sources (after separate~allocation of income from 
other sources) will work a fair allocation in most cases 
and that departures from the formula will be less frequent 
and less necessary than under existing conditions where 
other formulas not so well balanced are in use. 

5. The uniform adoption of this formula will in and of 
itself make the allocation more acceptable both to the states 
and the taxpayers on account of the average results ob- 
tained, an increased tax in one case being balanced by a 
decrease in another. This should tend to further reduce 
the number of exceptional cases requiring separate account- 
ing or special methods of allocation. 


The committee recognized that this formula is not a 
complete solution of all allocation problems as it is pri- 
marily adapted to the average business of manufacturing 
and selling tangible property, and that different methods 
will be required for exceptional cases and also for enter- 
prises of a different character, such as financial, transporta- 
tion, personal service, insurance, etc. The Committee felt, 
however, that the general adoption of this formula should 
be urged as a first and logical step toward uniformity and 
a great achievement in itself because: 

(1) It would do away with the most common and fla- 
grant sources of double taxation now existing which result 
from the use of inconsistent formulas as applied to manu- 
facturing and mercantile companies. 

(2) Probably one-half of the problems of interstate allo- 
cation of income would be solved and simplified in a man- 
ner satisfactory to the states and taxpayers. | 

(3) This progress in recognizing and eliminating the in- 
justice of double taxation should stimulate further progress 
and the development of fair and uniform solutions for the 
remaining problems of allocation. 

The committee therefore recommends that those states 
which have already adopted the income tax as a method 
of business taxation consider seriously the advisability of 
employing the Massachusetts rule in determining the pro- 
portion of net income which properly may be allocated 
to the taxing state, and that those states which are con- 
sidering the introduction of income tax legislation be 
recommended to accept the Massachusetts rule. 


Harold S. Lyon, of the Taxing Department of Massachu- 
setts, has aided the Committee materially by a short de- 
scription of the practical methods which are used in that 
state in the application of the rule. * * * 


{Mr. Lyon’s description of the Massachusetts method of 
allocation of corporate net income and his explanation of 
its operation and results was included in the report. ] 

The members of the Committee on Uniformity 
and Reciprocity in State Tax Legislation were: 
Franklin S. Edmonds, chairman, Pennsylvania; Mark 
Graves, New York; Henry F. Long, Massachusetts; 
Charles W. Gerstenberg, New York; J. T. White, 
Ontario; Ray L. Riley, California; Blaine F. Moore, 
Washington, D. C.; Harley L. Lutz, New Jersey; 
John S. Edwards, Ohio; Harry P. Sneed, Louisiana; 
Fred R. Fairchild, Connecticut; James L. Sayler, 
Illinois. 


Report on Model System of State and Local 
Taxation 


A HIGH light of the conference was the presen- 
tation by Dr. Charles J. Bullock of the second 
report on “A Plan of a Model System of State and 
Local Taxation.” 


The committee which prepared the report recom- 
mended a combination of property and income taxes 


designed, the summary states, to effect the following 
general aims: 
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1. All persons shall be taxed fairly and fully at 
their domicile for the personal benefits derived from 
government. 

2. All tangible property shall be taxed at its situs 
ior the government services it receives. 

3. Taxation of intangible property as property 
shall be eliminated, “because such taxation is diff- 
cult to enforce and, if enforced, involves a large 
amount of discriminatory and therefore unjust double 
taxation. 

4. A method by which any state desiring to tax 
business may do so in a fair and effective manner. 

To effect these objectives the proposed plan in- 
corporates the following principal taxes for state and 
local use: 

1. Property tax to be levied on real property and 
on all tangible personal property within the state: 

2. A personal income tax to be levied at gradu- 
ated rates on personal income from all sources of 
every resident of the state. 

3. A business tax to be levied by each state on 
that part of the net business income derived from 
the business done in any state. 

With reference to indirect taxes, including sales 
taxes, the report declares: “What we say on this 
subject should be understood to have reference to 
the present emergency, and not to have, necessarily, 
any bearing upon the very different question of how 
iar and in what forms the states should resort to 
indirect taxation when normal times return.” 

Strong opposition is expressed to centralization 
of tax administration in the Federal Government as 
advocated by a number of those who addressed the 
conference. 

No important departures from the system of the 
general property tax are possible in many states 
under constitutional restrictions which provide that 
all taxation must be uniform, equal, and proportional, 
the report says. “* * * In states which are now 
limited by constitutional restrictions prescribing a 
uniform rule or method of taxation, no satisfactory 
adjustment of tax problems can be reached until 
such limitations are removed, or at least restricted.” 

Members of the committee that prepared the re- 
port are: Dr. Bullock, president of the Harvard 
Economic Society, chairman; Zenas W. Bliss, chair- 
man, State Tax Commission, Providence, R. I.; Fred 
R. Fairchild, Yale University ; Charles V. Galloway, 
Oregon Tax Commission; Carl S. Lamb, Pittsburgh 
Plate Glass Company, Pittsburgh, Pa; Harley L. 
Lutz, Princeton University ; Walter G: Query, chair- 
man of the South Carolina Tax Commission, and 
John A. Zangerle, county auditor, Cleveland, O. - 








































Other Formal Reports 


ROFESSOR FRED R. FAIRCHILD of Yale 

University, chairman of the Committee on De- 
linguent Taxes, presented a preliminary report by 
that committee. 

Among the suggestions made were appointment 
rather than election of collecting officials, payment 
of such officials by fixed salaries rather than fees 
and payment of taxes through banks. 

In the discussion which followed advocacy of pay- 
ment of taxes in installments over a period of years 
to take care of “temporary embarrassment of tax- 
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payers” was countered with the opinion that pro- 
longation of tax payments would open the door to 
those who would use this credit unduly to their 
personal advantage and would discriminate against 
those who pay in full. 

The preliminary report of another committee, thag 
of the Committee on Taxation of Motor Vehicle 
Transportation, was read in abridged form by Henry 
F. Long, Commissioner of Corporations and Taxa- 
tion of Massachusetts, in the absence of the com- 
mittee chairman, Dr. J. W. Martin of the University 
of Kentucky. 

The report criticized overlapping of gasoline taxes 
and declared the committee plans a thorough can- 
vass in this regard. In some sections of the country 
the motorist must pay as many as four taxes on 
gasoline, it was pointed out. 

Diversion of gasoline tax proceeds to other than 
highways also drew criticism from the committee. 
“In the course of the last two years the proceeds 
of gasoline and motor registration taxes have been 
diverted to purposes foreign to the interests of gaso- 
line users in a considerably increased volume,” the 
report said. “It has been shown that in 1932 the 
volume of such diversion had increased to approxi- 
mately twice as large a proportion of the motor 
registration and gasoline taxes as in 1931 and earlier 
years.” 


A. E. Holcomb New Association Head 


OR president for the coming year the Associa- 

tion elected Alfred E. Holcomb of New York. 
Direction of the National Tax Association has been 
largely in his hands for 
more than a decade. 
Other officers for the 
new term are Henry 
F. Long, Boston, vice- 
president, and Walter 
G. Query, Columbia, S. 
C., secretary-treasurer 
(re-elected). 

New members of the 
executive committee, 
elected for a three-year 
term, are J. P. Jensen, 
University of Kansas; 
Edward L. Leahy, mem- 
ber of the Rhode Island 
State Tax Commission; 

_ and Roscoe E. Ham- 
_s mond, Salt Lake City, 
Utah. 

Selection of the 1934 convention city will not be 
made until the meeting of the executive committee 
next spring. 














Conference Resolutions 
ESOLUTIONS adopted by the Conference, 


other than one in expression of appreciation of 

the hospitality extended by the City of Phoenix and 
its environs, follow: 

RESOLVED, That the National Tax Association be 

requested to appoint a committee to consider the fiscal 


relationships of the Federal and state Governments, with 
authority to consult with Federal and other agencies work- 


(Continued on page 437) 




























































































































































































































































































































































































By H. 


ISCRIMINATORY taxation was one of the 
ID principal causes of the break between the 

American colonies and the mother country. 
Naturally, then, in formulating their basic laws, the 
National and almost all of the state governments 
incorporated in their constitutions provisions to 
guard against disproportionate tax 
burdens. 

The Federal Constitution served 
as a precedent for the states in this 
respect, providing that: 

Congress shall have power to lay and 
collect taxes, duties, imposts, and ex- 
cises, to pay the debts and provide for 
the common defense and general wel- 
fare of the United States; but all duties, 
imposts and excises shall be uniform 
throughout the United States. Art. 1, 
Sec. 8, Clause 1. 

No capitation, or other direct tax, 
shall be laid, unless in proportion to the 
census or enumeration hereinbefore 
directed to be taken. Art. 1, Sec. 9 
Clause 4. 

States may be divided into three 
groups so far as the constitutional 
provisions regarding taxation are 
concerned. In the first class are 
states such as Connecticut, New 
York, Rhode Island, Iowa, and Ver- 
mont in which the powers of taxa- 
tion are virtually unlimited.’ In the 
second group are states in which 
taxes are required to be uniform only upon the same 
class of subjects.2, An example of some of the con- 
stitutional provisions of this group are as follows: 
Arizona: 


’ 


All taxes shall be uniform upon the same 
class of property within the territorial limits of the 
authority levying the tax .—Art. IX, Sec. 1. 


Colorado: 


All taxes shall be uniform upon the same 
class of subjects within the territorial limits of the 
authority levying the tax —Art. X, Sec. 3. 


Florida: 


The legislature shall provide for a uniform 
and equal rate of taxation, except it may provide for 
special rate or rates on intangible property, but such 
special rate or rates shall not exceed five mills on the 
dollar of assessed valuation of such intangible prop- 
erty —Art. IX, Sec. 1. 


Oregon: 


And all taxation shall be uniform on the 
same class of subjects within the territorial limits of 
the authority levying the tax.—Art. 1, Sec. 32. 





* Assistant in Economics, University of Illinois. 

1Leland, S. E., The Classified Property Tax in the United States; 
pp. 97-98, Houghton Mifflin Co., New York, 1928. 

2 Included in this group are Alabama, Arizona, California, Colorado, 
Delaware, Florida, Idaho, Kansas, Kentucky, Louisiana, Maine, Mary- 
land, Massachusetts, Michigan, Minnesota, Montana, Nebraska, New 
Tersey, New Mexico, North Dakota, Oklahoma, Oregon, Pennsylvania 
South Dakota, Virginia, and Wisconsin. op. cit., pp. 88-96. 





Limitations of Uniformity Provisions 
of State Constitutions 


Upon Income Tax Legislation 
K. ALLEN * 





H. K. ALLEN 


The states in this group have the right to classify 
property for purposes of taxation so long as all taxes 
are uniform upon the same class of subjects. 

The third class includes states which require uni- 
form and equal treatment of all property.® The fol- 
lowing examples suggest the nature of the provisions 

of states in this group: 


Arkansas: 


2 No one species of property, 
for which a tax may be collected 
shall be taxed higher than another 
species of property of equal value. 
—Art. XVI, Sec. 5. 


Georgia: 

‘ All taxation shall be uni- 
form upon the same class of sub- 
jects, and ad valorem on all property 
subject to be taxed within the terri- 
torial limits of the authority levying 
the tax —Art. VII, Sec. 2, 
Par. t. 


Illinois: 

The general assembly shall 
provide such revenues as may be 
needful by levying a tax by valua- 
tion, so that every person and 
corporation shall pay a tax in propor- 
tion to the value of his or her or 
its property—such value to be as- 
certained by some person or pert- 
sons, to be elected or appointed in 
such manner’as the general assembly 
shall direct, and not otherwise; but 
the general assembly shall have power 
to tax peddlers, auctioneers, brokers, 

hawkers, merchants, commission merchants, show- 
men, jugglers, inn-keepers, grocery keepers, liquor 
dealers, toll bridges, ferries, insurance, telegraph and 
express interests or business, venders of patents, and 
persons or corporations owning or using franchises 
and privileges, in such manner as it shall from time to 
time direct by general law, uniform as to the class 
upon which it operates.—Art. EX, Sec. 1. 


keepers, grocery keepers, liquor dealers, toll bridges, fer- 
ries, insurance, telegraph and express interests or business, 


venders of patents, and persons or corporations own- 
ing or using franchises and privileges, in such manner 
as it shall from time to time direct by general law, 


uniform as to the class upon which it operates.—Artt. 
TA, Sec. I. 


Mississippi: 

Taxation shall be uniform and equal through- 
out the state. Property shall be taxed in proportion 
to its value Property shall be assessed for 
taxes under general laws, and by uniform rules, accord- 
ing to its true value. —Sec. 112: 


It may reasonably be presumed from the nature of 
the foregoing provisions that, in general, the states 
belonging to this group do not have the right to 
classify property for purposes of taxation. Obvi- 

3 Included in this class are Arkansas, Georgia, Illinois, Indiana, Mis- 
sissippi, Missouri, Nevada, ew Hampshire, North Carolina, Ohio, 


South Carolina, Tennessee, Texas, Utah, Washington, West Virginia, 
and Wyoming. Leland, op. cit., pp. 100- 103. 
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ously, these uniformity provisions have had an im- 
portant influence in molding the nature of taxation 
in the various states. One of the first and most 
important tests of any tax is to determine whether 
or not it contravenes the uniformity provision. In 
considering the effects of constitutional provisions 
upon taxation in general, it should be remembered 
that the taxing power is not conferred by the con- 
stitution, but is only limited by it. To illustrate, 
“the legislature can select income as a tax subject 
unless some constitutional provision expressly or 
impliedly prohibits it, despite the fact that no pro- 
vision specifically or inferentially confers upon it 
that power.”* This position is also confirmed by 
the court decision in State v. Pinder® which says, 
“that the state could levy an. income tax without 
special authority therefor unless some provision of 
the constitution limited the kind of taxes that could 
be imposed.” It is recognized, of course, that the 
authority of a state to tax is further limited by the 
fourteenth amendment to the Federal Constitution. 
To determine, then, whether or not a particular kind 
of tax is constitutional, it is necessary to examine 
the limitations, if any, of the constitution on that 
specific form of taxation. 


With further respect to the general nature and 
meaning of uniformity provisions, innumerable de- 
cisions have been rendered by the courts recognizing 
that absolute uniformity is impossible and that sub- 
stantial uniformity is sufficient. Moreover, the rules 
of equality and uniformity require neither that tax 
rates shall be uniform as between taxing districts,’ 
nor that valuations shall be identical for taxes im- 
posed by various jurisdictions.* Uniformity require- 
ments do not extend to fees or licenses,® special as- 
sessments,’® or public prices.11 The exemption of 
special classes of property destroys uniformity un- 


less such exemption is specifically authorized by 
constitutions.’ 


State Income Tax Legislation 


ECAUSE of the progressive rates of modern ‘in- 
come tax laws, perhaps no other form of tax- 
ation has been more critically examined by the courts 
for violations of uniformity provisions than has that 
of state income taxes. But, before discussing the 
judicial review of state income taxes, it will be well 
first to consider the recent growth and present im- 
portance of this type of legislation. 


State income tax laws were enacted by many states 
during the nineteenth century, but because of ad- 
ministrative defects they were not successful.’* Al- 
most all of them, consequently, were abandoned. It 
is with more recently enacted legislation, therefore, 
that we are concerned. Wisconsin was the pioneer 
in the recent movement, having enacted a state in- 


* State v. Wells Fargo and Co., (1920) 146 Minn. 444. 

*30 Del. 416 (1919); See also Cooley on Taxation (3rd Ed.) p. 789 
and Judson on Taxation (2nd Ed.) p. 544. 

. Board of Directors of Crawford County Levee Dist. v. Crawford 
County Bank, 108 Ark. 419; Gafill v. Bracken, 145 N. E. 312; Union 
Steam Pump Sales Co. v. Deland, 185 N. W. 353. 

"The Intent and Operation of the Tax Laws of Massachusetts, Senate 
Doc. (1915) no. 440, p. 5. 

» Merrell et al. v. St. Petersburg, 60 So. 349 (Fla.) 

Pacific Livestock Co. v. Cochran, 73 Ore. 417. 

_ Douglas v. Harrisville, 9 W. Va. 162. 

< Preston v. Board of Water Com’rs of Detroit, 117 Mich. 589. 

Wheeler v. Weightman, 96 Kan. 50. 

'’ Seligman, E. R. A., The Income Tax. 
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come tax law in 1911. A few states followed the 
example of Wisconsin at intervals of a few years, 
but it was not until the last decade that the move- 
ment got into full swing. The following list shows 
the states which had personal income tax laws in 
effect on January 1, 1933 together with the dates 
of the original enactment of the present laws: * 


Arkansas .. . 1929 North Dakota ..., 199 
Delaware er Gey Sci. i ee 
Georgia .. 43 . 1929 Oklahoma . ae 
ae oie to BR oo ae .. 1929 
Massachusetts .... 1916 South Carolina ...... 1922 
Mississippi 3 ee Rate. . . 1931 
Missouri ............ 1917. ‘Vermont . .. 1931 
New Hampshire . 1923 ., Serer 
New York ...... ... Washington .. 1932 
North Carolina 1921 Wisconsin .......... 1911 


* Source: Federal and State Tax Systems, Fourth Ed., pp. 174-175. 
Published by Commerce Clearing House, Inc., 205 West Monroe St., 
Chicago, Il. 

In addition to the above, income tax bills have 
been passed during 1933 in Alabama, Arizona, Kan- 
sas, New Mexico, Minnesota, and Montana. All 
of the state income tax laws provide for progressive 
rates except Ohio and New Hampshire; and all 
of them except Ohio allow personal exemptions. 


For various reasons, the matter of the constitu- 
tionality of income tax legislation has not arisen in 
several states. In the first place, it will be remem- 
bered that states such as New York and Vermont 
have constitutions which provide practically no limi- 
tations on taxation. Secondly, a few states like Okla- 
homa and Virginia specifically authorize income taxes 
in their constitutions. A larger group of states, in- 
cluding Massachusetts, New Hampshire, North 
Carolina, and Wisconsin, have amended their con- 
stitutions to make income taxes legal. Finally, in 
several other states, especially those which have re- 
cently passed income tax laws, the legislation has 
not, as yet, been reviewed by the Supreme Courts. 
A sufficient number of states remain, however, for 
an adequate sample from which sound conclusions 
may be drawn with regard to the judicial interpre- 
tation of the limitations of uniformity provisions 
upon state income tax legislation. 


With the preceding discussion as a background, 
we shall now consider just what is the relationship, 
if any, between uniformity requirements and state 
income tax laws. First, the problem will be attacked 
in a general way, considering the judicial review of 
the matter in several states. Then, a more intensive 
examination will be made of the court interpreta- 
tions in two or three states. 


In the first place, remembering that constitutional 
provisions regarding taxation are purely limiting in 
nature, the inclusiveness of the uniformity require- 
ments should be determined. Some of the constitu- 
tional provisions such as that of Arizona, described 
above, definitely indicate that “uniformity” applies 
to property. Others such as that of Colorado, which 
is also quoted above, merely prescribe uniformity 
upon the same class of subjects without making it 
clear whether “subjects” are limited to property. 


u“ See the Bulletin of the National Tax Association, Vol. 18, No. 8, 
May, 1933, p. 241; Vol. 17, No. 17, April 1933, 
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Another group of states of which Florida is an ex- 
ample have general uniformity clauses, but do not 
specify whether or not uniformity relates only to 
property. 

A long list of court decisions satisfactorily answers 
the problem of the application of uniformity pro- 
visions. In Arizona, it was held in Gila Meat Co. v. 
State ** that, “Generally, constitutional provisions re- 
lating to uniformity do not refer to excise taxes.” 
The court defined excise taxes as any form of tax- 
ation that is not laid directly on persons or property. 
A like decision was rendered in Colorado in American 
Smelting and Refining Company v. The People ex rel. 
Lindsley, District Attorney *® in which it was held that 
the “uniformity clause” is applicable only to a direct 
ad valorem tax on property. The meaning of “sub- 
jects” in the constitutional provisions requiring uni- 
formity upon the same class of subjects was explained 
by the Supreme Court of Montana in Hilger v. 
Moore." “Such provisions,” the Court held, “recog- 
nize the right of the Legislature to classify property for 
the purpose of taxation, and cannot be construed as 
merely giving the right to classify subjects of taxa- 
tion. The term ‘subject’ denotes different kinds 
of property liable to taxation.” A Florida case, Gray 
v. Central Florida Lumber Co.,'* also implies that the 
constitutional requirement of equality and uniformity 
of taxation applies only to property taxes. Similar 
decisions have been rendered in many other states.’® 
A preponderance of evidence, then, supports the view 
that, in general, uniformity requirements in state 
constitutions relate exclusively to property taxes. 
The problem, therefore, is to determine whether 
income taxes are property taxes. Whether or not 
income taxes are excises is only an incidental matter. 
Assuming that income taxes are property taxes, the 
rates, presumably, must be uniform with those upon 
property, and no exemptions can be granted except 
as are authorized for property in general. Under 
the same assumption, states which provide uni- 
formity merely with respect to classes of property, 
might reasonably tax income at a different rate from 
that on property in general so long as the rate on 
income was uniform. If taxes on incomes are not 
taxes on property, whether excises or not, they can, 
supposedly, be taxed with progressive rates and per- 
sonal exemptions unless such taxes are specifically 
or impliedly prohibited and provided, of course, they 
do not violate the Fourteenth Amendment to the 
Federal Constitution. 


The uniformity provision in the Federal Constitu- 
tion applies to duties, imposts, and excises, and, 
therefore, is not analogous to similar clauses in state 
constitutions. An examination of Federal income 
tax legislation in connection with the constitutional 
mandate that all direct taxes must be apportioned 
among the states according to population will; hew- 
ever, throw some light on the Federal judiciary’s 
interpretation of the nature of income. 





18 276 Pac. 1. 

16 34 Colo. 240. 

1756 Mont. 146. 

1% 140 So. 320. 

19 See the following: South Carolina—Gregg Dyeing Co. v. Query, 
164 SE 588; Oregon—Portland Van and Storage Co. v. Hoss, 9 P. 
(2d) 122; Kansas—Wheeler v. Weightman, 96 Kan. 50; North Dakota— 


Malin v. LaMoure County, 27 N. D. 140; Washington—State- v. Clausen, 
65 Wash. 156; etc. 
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Federal Interpretation of the Nature of Income 


Oe ies first Federal income tax law, a Civil war 
measure enacted in 1864, was sustained by the 
Supreme Court in Springer v. United States *° on the 
ground that it was not a direct tax and that the only 
direct taxes within the meaning of the Constitution 
were capitation and land taxes. In the statement of 
facts it was brought out that the clause requiring 
apportionment of direct taxes was introduced by 
Gouverneur Morris, of New York, merely to curb the 
demands of the Southern States for representation 
based on their slave population. Having gained his 
objective, Mr. Morris desired the clause to be stricken 
out, but it was incorporated into the final draft of 
the Constitution. The precedent for the decision in 
this case, among others, was Hylton v. United States 
in which a tax on carriages, imposed in 1798, was 
held not to be a direct tax. 


A second Federal income tax law was passed in 
1894, and it was reviewed by the Supreme Court 
in Pollock v. Farmers’ Loan and Trust Co.?? In this 
case the principal point at issue was again the in- 
terpretation of the “direct tax” clause. It was main- 
tained by the appellees that in none of the antecedent 
eases in which this question arose was it determined 
that a tax on rent or income derived from land was 
not a tax on land. A voluminous amount of social, 
economic, and political argument was presented in 
this case. The decision of the court was that a tax 
on the rents or income of real estate is in effect a 
direct tax on land and therefore is invalid. The 
justices were divided on the other questions argued, 
including whether a tax on the income from per- 
sonal property is unconstitutional as laying a direct 
tax, and no opinion was expressed. At the second 
hearing, however, the court held that a tax on such 
incomes was a direct tax. 


At the rehearing, the case was decided by a bare 
majority vote of five to four. The unpopularity of 
the decision was attested by the numerous articles 
which appeared in newspapers and periodicals at 
the time.* The outgrowth of the controversy was 
the Sixteenth Amendment, which legalized an in- 
come tax. 

Subsequent cases, to some extent at least, have 
contradicted and weakened the decision in the Pol- 
lock case. A Federal inheritance tax was upheld in 
Knowlton v. Moore ** on the ground that it was a tax 
on the right to inherit and not on the property trans- 
ferred. This interpretation is especially significant 
in view of the fact that the states, and not the na- 
tional government, have the right of control over 
succession. It was also determined in this case that 
“uniformity” in the Federal Constitution related 
merely to geographical uniformity. The court held 
in Nicol v. Ames** that a duty levied by the War 
Revenue Act of 1898 upon sales or agreements of 
sales of products or merchandise at exchanges or 
boards of trade was in the nature of an excise tax 
for the privilege of doing business at such places 

(Continued on page 438) 


2102 U. S. 586 (1880). 

213 Dall. 171, (1798). 

2157 U. S. 429 (1895); 158°U. S. 601 (1895). 

°3 Ketcham, The Sixteenth Amendment, U. of I. Thesis, 1924. 
74178 U. S. 45 (1899). 

3173 U. S. 509 (1898). 
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HE revenue situation created by the virtual repeal of 
T the Eighteenth Amendment has lead to belief in some 

well-informed quarters that Congress may be called into 
session in December. On the other hand, there is reason 
for the opinion that the Administration is not anxious to 
have possible Congressional interference with the recovery 
plans until more time has been given for their application. 


If ratification of repeal of prohibition takes place on 
December 6, 1933, then, under Section 217 (a) (2) of the 
National Industrial Recovery Act, that is the date which 
the President must proclaim as marking the repeal of the 
Eighteenth Amendment. The effect of the proclamation 
will be that as of January 1, 1934, the Federal gasoline 
tax will be reduced from 1% cents to 1 cent per gallon; 
the 5 per cent tax will be terminated on dividends declared 
on or after January 1, 1934; the capital stock tax will 
become inoperative on and after July 1, 1934; and the 
excess profits tax will not apply in respect of any taxable 
year after the taxable year 1933. As a result thereof a 
considerable amount of revenue will be lost unless liquor 
taxes are promptly. imposed. 


The capital stock tax and the excess profits tax are 
almost certain to be reenacted by Congress. Contemplated 
liquor taxes will eventually more than make up for the 
loss of revenue from the termination of the increased tax 
rate on gasoline and the tax on dividends. A subcom- 
mittee of the Ways and Means Committee has been in 
executive session since the latter part of October, and 
most of its time has been devoted to consideration of 
liquor taxes. Though no announcement at this writing 
has been made as to its rate determinations, it is not 
unlikely that the liquor tax plan to be recommended to 
Congress has been practically decided. The majority of 
guesses as to the rate to be imposed on hard liquors other 
than wine range from $2.60 to $3.00 a gallon. 

The complexion of the membership of Congress presages 
that in revising the tax structure special effort will be 
made to remedy big income tax leaks, such as have been 
brought dramatically into the limelight by the Senate 
Banking Committee hearings. The matter of rates, yawn- 
ing loopholes and other aspects of the income tax law 
will be considered by the full Ways and Means Committee 
when it opens hearings in December. 

_Meanwhile, Treasury Department experts have been as- 
siduously on the job, and reports indicate that the De- 
partment’s version of a revenue bill is well on its way to 
finished form. A recent addition to the Treasury staff is 
Professor Harold M. Groves of the University of Wiscon- 
sin, who will serve as consulting economist on Federal 
tax legislation. 


Organization Changes in Bureau of 
Internal Revenue 


OMMISSIONER GUY T. HELVERING announced 

on November 8 the reorganization of the principal set- 
tlement agency of the Bureau of Internal Revenue. The 
Special Advisory Committee, which has been in existence 
since August 1, 1927, has been abolished. In its place the 
Commissioner has appointed a Technical Staff, which will 
be attached to his office and granted broader powers than 
were exercised by the Committee. This staff will negotiate 
with taxpayers and their representatives for the settlement 
without formal litigation of cases of disputed income, 
profits, estate, and gift taxes pending before the United 
States Board of Tax Appeals or arising out of the mailing 
of deficiency notices under the various Revenue Acts. 


The expressed object of the reorganization is to afford 
to the public a more direct and expeditious procedure for 
the settlement of these tax disputes. The officers who will 
represent the Commissioner in settlement negotiations will 
be designated as Technical Advisors. Each advisor will 
personally conduct the negotiations on behalf of the Com- 
missioner and be personally responsible for the basis of 
the settlement agreed upon, but his conclusions, before 
submission to the Commissioner for acceptance or rejec- 
tion, must be verified and concurred in by a Senior Tech- 
nical Advisor. A Senior Technical Advisor will be 
designated for each group of Technical Advisors, and 
ordinarily will participate actively in the consideration of 
the cases so as to be personally familiar with the questions 
involved. This procedure, the Commissioner says, will 
dispense with unnecessary and multiple review, and will 
tend to insure that the supervisor who reviews the settle- 
ment proposals has personally heard a discussion of at 
least the salient points involved in the case. 


This is another step in the Administration’s program for 
the curing of defects in the procedure for collecting back 
taxes. Plans are under way which affect the entire pro- 
cedural course of tax disputes within the Bureau. Their 
object, as stated by the Commissioner, is the swift settle- 
ment, necessarily with the taxpayer’s cooperation, of all 
tax disputes without recourse to litigation except in funda- 
mental and far reaching cases. 


The personnel of:the Technical Staff has been selected 
and will occupy the same quarters in the Internal Revenue 
Building as are now occupied by the Special Advisory 
Committee. The Senior Technical Advisors selected by 
the Commissioner are as follows: Paul F. Cain, Milton 
E. Carter, Frank T. Eddingfield, Leslie Gillis, Grover C. 
Hammond, Aubrey R. Marrs, Leonard C. Mitchell, Joseph 
K. Moyer, Arthur H. Murray, Craig L. Reddish, Fred O. 
Replogle, Perley J. Rose, William J. Steiner, Henry L. 
Young. Aubrey R. Marrs is designated Head of the Tech- 
nical Staff. 


Bureau Launches Drive to Uncover Losses from 
Fictitious Sales of Securities 


LTHOUGH the Revenue Acts, beginning with 1918 

through to 1932, inclusive, all contain a provision giv- 
ing the Commissioner of Internal Revenue authority to 
call upon brokers, and others acting in similar capacity, 
for information relative to customers’ accounts, to enable 
the Commissioner to make a check on the taxes paid by 
such customers, under prior administrations this provision 
has been inoperative. It was brought to life on October 
14, 1933, when Commissioner of Internal Revenue Guy T. 
Helvering issued Mimeograph No. 4082, requiring returns 
of information to be filed by brokers and other agents. 


It is understood that many of those affected by the 
Commissioner’s order of October 14 were given some ad- 
vance warning of the move through the office of the Inter- 
nal Revenue Agent in Charge for the district of New York, 
by a letter from that office under date of September 28, 
1933, directed to a number of stock brokers in that collec- 
tion district. The letter in question intimated that in the 
near future the Commissioner would issue an order to all 
stock brokers requiring information relative to the names 
and addresses of the broker’s customers, the amount of 
debit or credit balance at the close of each year, and the 
names and addresses of guarantors and others with power 
to issue “buy” and “sell” orders or make withdrawals from 
the account, for the years 1929 to 1932, inclusive. This 














































































































































































































































































































































































































































letter requested certain information to be furnished in 
advance of the Commissioner’s order. The information re- 
quested related to the corporate status of the brokers dur- 
ing the years in question, as to whether they were doing 
business during those years, and whether they were suc- 
cessors in business which did business during the period 
in question; also the addresses of all branch offices and the 
approximate number of customers for whom they trans- 
acted the business during the period. So far as can be 
learned from sources in Washington no other revenue agent 
took the initiative and sent such a letter to brokers in 
his district. It does not appear that the action of the 
New York agent of September 28, 1933, was authorized by 
the Commissioner of Internal Revenue nor, however, does 
it appear that such authorization was necessary. 


Following the agent’s letter by about two weeks came 
the announcement from the office of the Commissioner of 
Internal Revenue on October 16, 1933, designated as Press 
Release No. 1, that the Commissioner was releasing to the 
field offices of the Bureau instructions for the collection of 
the data authorized by the Revenue Acts. It was stated 
that the Commissioner and the brokers had agreed upon 
a plan and forms which it was believed imposed the least 
possible burden upon brokers. This plan is fully set out in 
the Commissioner’s order of October 14, Collectors’ Mim- 
eograph No. 4082. From an examination of the Commis- 
sioner’s order and the form (1100), prescribed for the 
return of the information requested, it will be found that 
the Commissioner at this time is requesting only a part 
of the information which he is authorized to obtain under 
the statutes. By the order and the form, stock brokers 
are called upon to furnish the names of the customers for 
whom they transacted business from the period 1929 to 
1932 and to give the balance (debit—credit) shown on their 
books at the close of each year. The other information 
requested on the form has merely to do with matters which 
will enable the Commissioner to properly check and iden- 
tify the various accounts. 


For the present this is all the information that is being 
requested. It will be remembered from a reading of the 
sections of the statutes (Sec. 149 of the Revenue Act of 
1932 which is identical with Sec. 150 of the Revenue Act of 
1928) that in addition to the names of customers for whom 
each broker transacted any business, the Commissioner is 
also authorized to obtain “such details as to the profits, 
losses, or other information.” The Commissioner’s Press 
Release No. 1, relating to this move, intimates, in the third 
paragraph, in referring to the authority given in the Reve- 
nue Act of 1928 and 1932, that all of the information au- 
thorized to be obtained will be requested. It would 
certainly seem that in order to make a thorough check on 
the transactions in relation to taxpayers’ tax returns all of 
this information would be necessary. The Commissioner, 
however, goes on to say that the undertaking is one of 
considerable magnitude and one which will necessitate 
much additional work on the part of the Bureau forces. 
It will be readily seen, therefore, why the Commissioner 
is not undertaking at this time to gather all of the infor- 
mation which he is authorized to obtain as to every tax- 
payer for whom stock brokers transacted business during 
the years involved, when it could hardly be expected that 
more than a small percentage of such reports would show 
a justification for exhaustive investigation. The plan is, 
therefore, with the information disclosed on the stock 
brokers’ returns, to check each customer’s tax return, as a 
result of which it can be determined by the Commissioner 
which of the customer’s accounts warrant further investi- 
gation. In other words, the first step to be taken is to 
ascertain whether for each customer’s account reported 
there is a tax return on file. If no tax return is found and 
the size of the transactions with the broker indicates that 
sufficient gross income was received to require the filing 
of a return, an investigation of the transactions will be 
made and the additional information requested from the 
broker. The second step, in cases where returns are on 
file, will be to check any apparent discrepancies between 
the transactions reported by the taxpayer on his return 
and those evidenced by the customer’s debit or credit 
balance with the broker, warranting a more thorough in- 
vestigation which may disclose taxable income which the 
taxpayer failed to report. 
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It is realized by the Bureau of Internal Revenue that the 
steps taken so far are not adequate to immediately deter- 
mine whether taxpayers have correctly reported income 
from stock market transactions, but the information re- 
quested is sufficient to give the Bureau a basis on which to 
make further investigations in specific cases, avoiding tem- 
porarily the voluminous amount of work necessary to 
thoroughly investigate every stock broker’s accounts in 
order that the small percentage of errors on behalf of 
taxpayer, in returning taxable income, and tax evasions, 
may be disclosed. 


The Internal Revenue Agent in Charge for the Second 
District of New York, in sending out Mimeograph 4082 to 
brokers, adds further instructions to the effect that if the 
total of purchases or sales for any customer is less than 
$10,000 in any one calendar year, Form 1100 need not be 
submitted for such customer. It is probable that other 
districts will apply the same limitation. It is stated, how- 
ever, that if it will facilitate matters for the brokers to 
furnish Form 1100 for all customers whose accounts are 
open on the last day of the year, this will be satisfactory. 


New Laws Regulating Business Face Probability of 
Early Supreme Court Test 


nee that various States and the Federal Government 
have laws controlling industry, commodity prices and the 
marketing of commodities, interest centers upon the pos- 
sible fate of such laws when subjected to constitutional 
tests. On the fate of the Agricultural Adjustment Act 
rest the numerous processing and related taxes. 


The first decision as to the validity of the Federal Agri- 
cultural Adjustment Act was rendered on August 29, 1933 
by the Supreme Court of the District of Columbia in 
Economy Dairy Company, Inc., v. Wallace, and Beck 
Wallace. 

The Court (Justice O’Donoghue) held the Act to be 
constitutional and the regulations and licenses promulgated 
thereunder to be reasonable and valid. “The day is past 
when absolute vested rights in contract or property are 
to be regarded as sacrosanct or above the law,” the opinion 
says. “Neither the necessities of life nor commodities af- 
fected with a public interest can any longer be left to 


ruthless competition or selfish greed for their production 
or distribution.” 


v. 


The second test was initiated by the Government in 
the case of United States and Henry A. Wallace v. Calistan 
Packers, Inc. In a decision rendered on October 2, 1933, 
the Federal District Court [opinion by Judge Adolphus 
F. St. Sure] the constitutionality of the Agricultural Ad- 
justment Act and particularly its licensing provisions was 
again upheld. 


Judge St. Sure in his opinion says: “The power to regu- 
late interstate commerce is granted in broad terms to 
the National Congress and this power should not be re- 
strictively construed, rather it must be construed to give 
the Congress the power to regulate any and all com- 
merce which may seriously affect the interstate trade.” 
* * * “To adopt the view that the constitution is static 
and that it does not permit change from time to time to 
take such steps as may be reasonably deemed appropriate 
to the economic preservation of the country is to insist 
that the constitution was created containing the seeds of 
its own destruction.” 


In the decision rendered by the Supreme Court of the 
District of Columbia in the Economy Dairy Company, Inc., 
and Beck cases, the decision in People of the State of New 
York v. Leo Nebbia, Court of Appeals of New York, de- 
cided July 11, 1933, was cited. 

In the Nebbia case the New York Court of Appeals held 
Chapter 158, New York Laws of 1933, known as the Milk 
Control Law, to be constitutional in so far as it provides 
for fixing minimum prices for milk, in view of the exist- 
ing emergency. The opinion was rendered by Judge Pound, 
and was concurred in by Judges Crane, Lehman, Hubbs and 
Crouch. Judge O’Brien wrote a vigorous dissenting 
opinion. 


An appeal to the United States Supreme Court has been 


taken from the decision by New York State Court of Appeals. 


The United States Supreme Court on October 23, an- 
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nounced: “No. 531. Nebbia v. People of the State of New 
York. In this case probable jurisdiction is noticed. The 
joint order to advance is granted, and the case assigned 
for argument on Monday, December 4th, next.” Conse- 
quently, the attitude which the highest court will take 
with respect to the new extensions of government control 
of business may be known within a few months. 

The States of New Jersey, Connecticut, Florida, Ohio, 
Vermont and Wisconsin have similar laws, enacted within 
the present year, for relief of the dairy industry. Other 
States are considering the enactment of such legislation, 
the court was told in the joint motion to advance the 
case. 

The New York State statute will expire by limitation 
on March 31, 1934, but, the petition stated, it is probable 
that the legislature when it convenes in January will find 
it necessary either to continue the law or enact another 
to accomplish similar purposes. 

Other court decisions involving “New Deal” legislation 
are: 

The State of Texas v. Standard Oil Co., et al. (decided 
October 12, 1933), in which the 98th District Court of 
Travis County, Texas, upheld the power of Congress to 
regulate purely local commerce which affects interstate 
commerce. 

Wisconsin State Federation of Labor, et al. v. Simplex Shoe 
Machinery Co. (decided October 13, 1933)—The Circuit 
Court of Milwaukee County, Wisconsin issued an injunc- 
tion to compel an employer to abide by the terms of the 
blanket code agreement under the National Industrial 
Recovery Act and to refrain from interfering with the 
employees’ right to join a union and bargain collectively 
with employer through representatives of their own choice. 

H. B. Rosenthal-Ettlinger Co. v. Joseph Schlossberg, as 
Treasurer of the Amalgamated Clothing I orkers of America, 
et al. (decided October 12, 1933)—The Supreme Court of 
Dutchess County, New York held that although union 
miners may picket the premises of an employer to induce 
him to employ only union labor, they may not carry 
signs accusing the employer of having violated the Na- 
tional Industrial Recovery Act where there has been no 
hearing on such charges. 


Ralph Starring, et al. v. James B. Frazier, Jr., and Southern 
Silk Mills (decided October 24, 1933).—The United States 
District Court at Chattanooga, Tenn. held that an employee 
thrown out of work as a result of the restrictions in opera- 
tion of machinery in the Underwear and Allied Products 
Manufacturing Code cannot maintain a suit to enjoin the 
enforcement of a code in that respect. 





The New England State Tax Officials 
Association Conference 


PROGRAM of exceptional interest was pre- 
A sented at the Twenty-first Annual Conference 

on Taxation under the auspices of The New 
England State Tax Officials Association held at 
Greenfield, Mass., October 5 and 6, 1933. 

Following organization proceedings, the first ses- 
sion was devoted to consideration of recent legisla- 
tion and court opinions, presented by Commissioner 
William H. Hackett for Connecticut; Honorable 
Frank H. Holley, State Tax Assessor, for Maine; 
Commissioner Henry F. Long, for Massachusetts ; 
Commissioner Edgar C. Hirst, for New Hampshire; 
Commissioner John J. Merrill, for New York; Com- 
missioner Zenas W. Bliss, for Rhode Island; and 
Commissioner Erwin M. Harvey, for Vermont. 

At the second session a round-table discussion was 
conducted by Professor Fred R. Fairchild of Yale 
University on the subject “The Pros and Cons of 
Making the Electorate Tax Conscious through Di- 
rect Taxation.” 

The program of the two succeeding sessions fol- 
lows: 
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President Edgar C. Hirst, presiding. 

“Sales Taxes,” Professor Alfred G. Buehler, University 
of Vermont. 

“Possibilities of Tax Reduction Through Reduction of 
Expenditures for Education,” Chester C. Tuttle, State Di- 
rector of The World Federation of Educational Associations. 

“A Toast to William H. Blodgett,” Honorable Henry F. 
Long. 

Fripay, Ocroser 6, 1933 
Session, 9:00 a. m. 

Honorable Zenas W. Bliss, presiding. 

“The Intellectual Sinuosity of The United States Su- 
preme Court,’ Professor Thomas Reed Powell. 

“What the Interstate Committee is Doing,” Honorable 
Henry F. Long. 

“Allocation of Corporate Net Income,” Professor Ralph 
C. Jones, Yale University. 

Business meeting. 

Adjournment. 





Amendments of Regulations 


Gasoline Tax Regulations Amended 
Industrial Benzol Not Taxable 


Section 617 of the Revenue Act imposed an excise tax 
on gasoline. The term “gasoline” was defined as meaning 
“gasoline, benzol, and any other liquid the chief use of 
which is as a fuel for the propulsion of motor vehicles, 
motor boats, or aeroplanes.” The Bureau interpreted the 
qualifying phrase “the chief use of which, etc.,” as modify- 
ing only “any other liquid” and not benzol, and had held 
industrial benzol taxable, although it was not used as a 
motor fuel. Apparently Congress had intended industrial 
benzol to be nontaxable in the first instance; for in the Na- 
tional Industrial Recovery Act is inserted a provision (in 
section 211) amending section 617 of the 1932 Act to spe- 
cifically exclude from taxable gasoline, benzol used for 
purposes other than a motor fuel. Treasury Decision 4400, 
dated October 26, 1933, amended Art. 44 of Reg. 44 to 
conform with this change in the law. 


Exemption Certificates Prescribed 


By T. D. 4400, dated October 26, 1933, Art. 45 of Reg. 44 
was amended by adding thereto two forms of exemption 
certificates to be used where gasoline is purchased tax free 
—one for use by producers of gasoline, and one for use by 
purchasers of benzol for industrial purposes. 

Rate of Tax Changed 

Section 211 of NIRA increased the gasoline tax rate 
from 1 cent to 1% cents a gallon, effective June 17, 1933. 
Art. 47 of Reg. 44 was amended by T. D. 4400, dated Octo- 
ber 26, 1933, to prescribe a rate of 1 cent a gallon on sales 
made before June 17, 1933, and 1% cents a gallon on sales 
made on and after June 17, 1933. 


Lubricating Oil Regulations 


Sales to Manufacturer for Resale Tax-free 

Under Section 601 (c) (1) of the Revenue Act of 1932, 
as originally drafted, sales of lubricating oil to a manu- 
facturer or producer were tax free only if the oil was 
intended for further manufacture. By section 4 (b) of the 
Act of July 16, 1933, Public No. 73 (H. R. 5040) the 1932 
Act was amended to include as tax free, sales to a manu- 
facturer or producer for resale, effective July 1, 1933. Art. 
11 of Reg. 44 was amended by T. D. 4401, dated October 
26, 1933, to reflect this change in the law. 


Regulations as to Inspection of Income Tax Returns 


Inspection by Special Committee to Investigate Receiver- 
ships, Etc., Permitted 

Art. 421 of Reg. 77 deals with the rules governing in- 
spection of returns. Income-tax returns are public records 
but they are open to inspection only to such extent as is 
authorized by the President. In paragraph 13 (a) of Art. 
421 a special Senate Committee was authorized to inspect 
returns. By executive order of the President dated Oct. 
18, 1933, that paragraph was amended (by T. D. 4397) to 
permit inspection also by the Special Committee to In- 
vestigate Receivership and Bankruptcy proceedings and 
Appointment of Receivers and Trustees, appointed under 
Senate Resolution 78, 73d Congress. 




















































































































































































































































































































































































































Court Decisions 


Supreme Court 


On October 23, 1933; the Supreme Court of the 
United States affirmed, per curiam, by an equally 
divided court (only eight judges acting) the decrees 
of the lower court in the following cases: 


Helvering v. Northern Coal Co. and Helvering v. Sprague 
& Sons Co., Dkts. 18 and 19. Assessment waiver as to 
1920 taxes entered into between affiliated corporations and 
the Commissioner, after the period of limitation and sub- 
sequent to the 1926 Act but prior to the 1928 Act, is in- 
effective because Section 1106 of the 1926 Act not only 
barred the remedy but extinguished the liability. 

Helvering v. Oswego & Syracuse R. R. Co., Dkt. 21. As- 
sessment waiver as to 1921 taxes executed on November 9, 
1926, after the statutory four-year assessment period was 
invalid. 

Helvering v. U. S. Refractories Corp., Dkt. 20. Assess- 
ment waiver as to 1920 taxes executed by the taxpayer on 
February 16, 1927, but not signed by the Commissioner, 
was not valid to extend the statutory collection period. 

Helvering v. Duke et al. Exrs., Dkt. 25. Two transfers of 
property valued at some $30,000,000 in trust by James B. 
Duke when he was 69 years of age and about eight years 
before his death were not made in contemplation of death, 
and so were not part of the decedent’s gross estate, as 
held by the Commissioner, involving an estate tax in excess 
of $500,000. The grantor conveyed the property to himself 
as trustee, for the benefit of his daughter, appointing suc- 
cessor trustees. The transfers were absolute, except that 
the trust properties were to revert to the grantor in the 
event of the death of the beneficiary during his lifetime, a 
possibility which did not occur. 

During October the Supreme Court disposed of 
fifty-four cases by denial of certiorari. The titles of 
the cases with brief summaries of the lower courts’ 
decisions follow: 

Adams, Joseph H., v. Com. Board’s determination of 
March 1, 1913, value of patents is sustained. Substantial 
evidence supporting Board’s findings of fact, court will not 
reverse. Dkt. 315. Cert. denied, Oct. 9, 1933. 

Baltimore Equitable Society v. U.S. Fire insurance com- 
pany without capital stock, partly mutual and partly not, 
is not exempt under Sec. 103 of 1928 Act and Sec. 231 of 
1926 Act. Dkt. 327. Cert. denied, Oct. 9, 1933. 

Bedford Mills, Inc., v. U. S. The term “market” in valuing 
inventories of dren \ se Sa produced by a manufacturer 
means the basic elements of cost valued on the inventory 
date and not market of finished product on inventory date. 
Dkt. 276. Cert. denied, Oct. 9, 1933. 

Beneficial Loan Soc. v. Com. Net loss of affiliate may not 
reduce income of consolidated group in following year. 
Dkt. 424. Cert. denied, Oct. 23, 1933. 

Bourne, Louis M., v. Com. Board’s determination of 
March 1, 1913, value of land was right; it was not bound by 
expert testimony. Dkt. 238. Cert. denied, Oct. 9, 1933. 

Brown, Fayette, Exr.; Routzahn v. Renunciation while 
estate was in process of administration, of a previous elec- 
tion to take under the will of decedent’s wife was not a 
transfer “in contemplation of death.” Dkt. 174. Cert. 
denied, Oct 9, 1933. 

Brunson; Burnet v. Property was acquired within the 
meaning of Sec. 202(a)(3), Act of 1921, on the happening 
of a contingency giving the taxpayer a vested interest in- 
stead of a future contingent interest, and not on the date 
oa of the testator. Dkt. 283. Cert. denied, Oct. 9, 
1933. 

Bryant Paper Co. v. Holden. A ground for refund can not 
be availed of in a suit when first raised in an amended 
claim filed after the statutory period, although the original 
claim stating other grounds was timely filed. Dkt. 68. 
Cert. denied, Oct. 9, 1933. 

Canal-Commercial Nat'l Bank v. Com. 
Commercial Tr. & Sav. Bank). 
9, 1933. 

Canal-Commercial Tr. & Sav. Bank v. Com. A dividend 
declared by a national bank is a distribution in liquidation, 
where such dividend is declared 9 days after determina- 
tion to liquidate. Dkt. 45. Cert. denied, Oct. 9, 1933. 


(Similar to Canal- 
Dkt. 46. Cert. denied, Oct. 
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Chemische Fabrik von Heyden Aktiengesellschaft, et al. 
Tait. Proceeds from sale of property by Alien Property 
Custodian paid to an alien enemy were properly reduced 
by income tax on the gain from such sale. Dkt. 221. Cert. 
denied, Oct. 9, 1933. 

Chicago & N. W. Ry. Co.; Burnet v. Amount allowed 
railroad by the Director General for undermaintenance dur- 
ing Federal control was not income for 1920. Dkts. 3890, 
390. Cert. denied, Oct. 16, 1933. 

Coalinga- Mohawk Oil Co. v. Com. No deductible loss is 
sustained in year land purchased supposedly containing oil 
is found not to contain any oil. Dkt. 118. Cert. denied, 
Oct. 9, 1933. 

Comar Oil Co. v. Burnet. Royalties paid by petitioner's 
assignee of oil and gas leases to petitioner’s assignor in 
consideration for the assignment of the leases are taxable 
income to petitioner. They represent capital transactions 
and are not deductible by petitioner. Dkt. 253. Cert. 
denied, Oct. 9, 1933. 

Continental Ill. Bank & Tr. Co. (Lawson Est.) v. U. §, 
Sec. 302 (a), Revenue Act of 1924, is constitutional. Dkt. 
333. Cert. denied, Oct. 9, 1933. 

Crompton & Knowles Loom Works v. White. Interest not 
assessed at time of payment but paid within statutory 
period and assessed after payment is not recoverable. Dkt. 
375. Cert. denied, Oct. 16, 1933. 

Dean v. U. S. (Similar to Continental Ill. Bank & Tr. Co. 
v. U.S.) Dkt. 335. Cert. denied, Oct. 9, 1933. 

Delaware & Hudson Co. v. Com. Consolidated statutory 
net loss for 1922, arising wholly within an affiliated group 
may not be employed against the consolidated-group net 
income of 1923. Dkt. 380. Cert. denied, Oct. 16, 1933. 

Dooley Lbr. Co. v: U. S. Having adopted cost basis for 
inventories of lumber, inventory of defective or low grades 
may not be révised to apply selling price less selling costs. 
Dkt. 160. Cert. denied, Oct. 9, 1933. 

Esselstyn, Exr. v. Helvering. Where will provided for dis- 
tribution of one-half of the “net interest and income” of 
the residue of estate, additional estate tax paid by executor 
during 1923 should not be deducted from gross income in 
ascertaining such “net interest and income.” Dkt. 430. 
Cert. denied, Oct. 23, 1933. 

Fawsett, Florence B., v. Com. <A- taxable gain is realized 
upon the transfer of properly to a newly organized cor- 
poration and the proceeds distributed, although transferors 
remain liable on their purchase-money mortgage. Dkt. 169. 
Cert. denied, Oct. 9, 1933. 

Fidelity Savings & Loan Ass'n v. Burnet. Fixed periodic 
returns, paid by a building and loan association on the 
withdrawable shares of its permanent or guaranteed capital 
stock, are not “interest paid on its indebtedness” within 
the meaning of Sec. 234 (a) (2), 1921, 1924 and 1926 Acts. 
Dkt. 251. Cert. denied, Oct. 9, 1933. 

First National Bank of Kansas City, Mo. v. U. S. Credit 
or refund as the result of a decrease in invested capital 
because of inadequate deductions in previous years may not 
be allowed if the invested capital as finally determined 
exceeds that reported on the return. Dkt. 254. Cert. denied, 
Oct. 9, 1933. 

Fleitmann, Frederick T.v. Helvering (See Fleitmann, Marie 
J.J.) Dkt. 233. Cert. denied, Oct. 9, 1933. 

Fleitmann, Marie J. J. et al. v. Helvering. Sec. 278 (e) of 
the 1924 Act did not make invalid waivers executed after 
its passage with respect to taxes barred prior to its effec- 
tive date. Authority to sign waivers can be redelegated by 
a subordinate of the Commissioner. Dkts. 234, 235. Cert. 
denied, Oct. 9, 1933. 

Gans Steamship Line v. U. S. District Court has no juris- 
diction to award a judgment in excess of $10,000 for the 
recovery of a tax overpayment involving an allowed refund 
claim evidenced by a certificate of overassessment. Dkt. 
289. Cert. denied, Oct. 9, 1933. 

Globe Excelsior Oak Tanning Co. v. U. S. Tentative re- 
turn filed Feb. 6, 1919, for period ended Nov. 30, 1918, did 
not start the statute of limitations. Refund is not allow- 
able under Sec. 607 of the 1928 Act, where a claim in 
abatement is filed under Sec. 611 of that Act. Dkt. 40. 
Cert. denied, Oct. 9, 1933. 


Gloyd v. Com. CCA-8. Board is not bound by uncon- 
tradicted testimony of witnesses as to valuation. Dkt. %. 
Cert. denied, Oct. 9, 1933. 


(Continued on page 432) 
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| | t Day of tax- 
| ADMINISTRATION OF Tax able status | Date return | Payment of 
} Basis of tax Measure of tax Rate of tax | or year of | or informa- 
| report on tion is due 
| Assesament Collection | Which tax is 
| | computed 
I 
Direct Taxes on Incomes 
| 
Income from landed property| Assessed value of Iand based on the! 10% (in currency)| Communal, Pro-|) {; January 1) None re-| The main}} Penalty on 
accruing to the proprietor) revenue derived from the land — in addition to tax! vincial andj/ || of year in| quired, due| and supple-|| Direct Taz- 
exclusive of revenue derived) riod 1903-1913, = in imposed by the| Central Assese-|| || which ac-| to system) mentary|! es: For fail- 
from operation.' ire. (Revenue on Jan. 1, 1914). *No Communes and| ment Commis- | quirer of; of assess-| tax lists are|| | ure to make 
| exemptions.? Provinces, sions.* j |} land is| ment. ublished| | declara- 
| | i || listed iin} When deed) Jan. 10 and) | tion, surtax 
| | | | cadastral] of transfer) July 10 of|| of 4 of tax 
| | \| |} registers.) is filed in| each year.|! plus fine or 
| | i date of ac-| theofficeof} Taxpayer|! imprisor- 
| | | | {| quisition) registra-| is consider-|| ment. 
} | | j || being de-| tion, a re-| eda debtor/ For falsified 
| | || termined) quest for| to thestate|| reports, a 
| by records} transfer| after that.|! surtax 
| || of regis-| must be} He must|! ual to 
| } || trario f} made. pay on Feb. || the dif- 
| | || deeds. The 18, an ia yslhead be- 
! right is re- Aug. tween tax 
j | served to when brat | resulting 
| collect tax from vendor| instalment after puss! from using 
| | i} from date of deed to the} cation of the lista falls} falsified re- 
| | first of the year. due. ree 
that from 
Income received by proprietors} Net income after sage cog, | ordinary| 10% jn addition to| District Office of Delleeters! Six months} Jan. 31 after|) As above. | correct re- 
of buildings meant to be| expenses, e. g., water, gas, light, etc.) Communal and! Direct aene of Direct|| after build-| the six||N. B. On|/ ports. In 
leased or rented, or estimated) less 34 for upkeep and partial deprecia-| Provincial taxes. | tion. Taxes. | ingwasfirst; months)| thetaxlists case of col- 
rental value of buildings) tion. handled by tbe occupied. have are listed lusion with 
occupied by the proprietors Provincial and | ‘aria-|| the follow- the fiscal 
themselves. Building = any ! Central Commis-| tions of;| ing: . offices, the 
fixed construction.‘ sions (the latter decide solely ques-|| income are declared before! | (2) Revenues definitely as-| surtax for 
tions of right) which have supreme the 31st of January of the|| _certained. failure to 
authority and jurisdiction over ques-|| year following that in||(b) Revenues cuenta to} make re- 
| tions of fact and right. which they have been|| the Mandamental Com-| port is re- 
| verified and go into effect|| mission or those which} duced by 
| Jan. 1 of the same year. || have been determined 60} 50%, and 
days after the inquiry was; that for fal- 
\ first made by Com-| sified re- 
| | | mission. ports is 
} | (c) Estimates of revenues} omitted. 
} ' made by the Mandamen-| In this case 
| tal Commission. adminis- 
; | trative es- 
Class A: Interest on loans.| Grossincome.. © ............0eeeeeee Bes. oscvnivene Sameas for build- Year when| Jan. 31 of timate 
Mortgage interest on foreign ing tax. Judi- income is ergy Six ,bi-| must be 
investments, perpetual in- cial authority on || earned. ing fiscal monthly accepted. 
comes, interest on obliga- questions of fact} | eriod of instal-| Various 
tions, commercial paper—in and estimation|| usiness. ments fall-| civil and 
general, income derived from is denied the ing due on| criminal 
the use of capital.¢ Central Com- | the 18 of| penalties 
mission which | | the even] are provid- 
is granted add- | months. ed in cases 
ed authority to pass on the valuation ! of fraudu- 
of interests not resulting from titular 1 lent sup- 
possession. | | Pression of 
‘ E : ( ! | Tevenues. 
Class B: Incomes of enterprise,| Net income in excess of exemption as} 14%. .......... Same asabove..; Same as| Same as| Same as Penalty for 
commercial and industrial—| follows: above.* above, above. In- failure to 
including both capital and] Lire 1,000 for incomes of £2,000-£2,100; creases { make six 
labor.—Also incomes derived| £800 for incomes of £2,100-2,200; £600 | clared | consecu- 
from operation or rental of| for incomes of £2,200-£2,300; £400 for | quarterly tive pay- 
mines, caves, salt mines, fish-| incomes of £2,300-£2,400; £200 for | after first ments: 
ing ponds, etc. incomes of £2,400-£2,500. estimates. bankruptcy 
No exemptions for incomes above £2,500. Decreases for busi- 
Economic status of taxpayer is taken may be re- ness men, 
into account in order to determine ported after suspension 
exemptions, etc.” 6 months from May 1 to of practice 
July 31, and go into effect for profes- 
the following year. sional men, 
Clase Bu—Incomes from agri-| } WU dcccne bes ] ame as}) and a fine 
cultural loans. | | lass B, || for allother 
Clase Ci—Incomes from the}! Sn ree {| Jan. 31 of|| taxpayers. 
practice of the professions. || { second year 
| | following) Same as 
| beginning}| Class B. 
j of practice. 
; Changes in 
income 
treated as 
in Class B. 
Class Cu—Stipends, salaries, Jan. 31 year| For annui-/}Same as 
annuities, etc. of clerks, spe-|}SameasforClasB. ..... ..... .. 9%.. .|)Same as Class B.|| Same as) Same as pen ge ties, the|| Clas B. © 
cialists and others holding | Class B. Class B. —— as 
positions of trust (exch ding ' | | E neome. 
those classifiable under D) | poplin in For stipends, 
derived from private employ-| | | pensions, 
ment. | it poner pat at| etc., the 
| the same] employers 
time and} are held re- 
° into ef-| sponsible 
ect theday| for the re-' 
they are] port and payment of the tax by their 
verified. cmuiavens reimbursing Ives from 
the payroll. Time and manner of making 
} payments, same as above. 
Class D—(a) Stipends, pen-| Total income. .... cusses cees's The tax is taken from the pay check by the state, thus avoiding the obli-| 
sions, wages paid by the state | | ation of filing a report, possibility of evasion and the necessity of in- 
to its employees. ! icting a penalty. | 
(b) Personal gains of employees! Same as for Clase B 8% Same as for ee Same as for| Declaration| Six bi -| 
of Provinces, or- Class B. lass B. Class Cu, and pay-| monthlyin-| 
ganizations having functions ment made| stalments. | 
parallel to the state, societies, by employ- 
railroads, tramways, internal ers who de- 
navigation lines, charitable duct amt. 
institutions, schools, scientific of tax from 
organizations, Provincial payroll. 
Economic Councils, agricultural lecturers, public automotive service, telephone service. 
Personal Gains of te i os sichins sace'es enunwepuiees | Wilince+cenntans IIIT <...ccwnsuchandananen Me eumeeterunienewssbenee 
or ——— laborers in em- pay. 
loy of state. 7 P 
‘ersonal Gains of laborers in| Total wages for peri®d provided on a| 4% District Offices} Uponreceipt} Declaration} Within 10) Once bi-| 
employ of Provinces, Com-| yearly basia wages would exceed £2,000. of Direct Taxes.) of wages.) must be| days fol-| monthly. 
munes, telephones, etc.. as in Payment! made by| lowingeach 
| Class D (b). | | of tax is} employer| bi-monthly 
} i made by| whenwages| period. 
| | on mp loy-| are paid. | 
Income derived from agricul-| Net income where the costs of production| 5% for landlords. .| District Office of Collectors of Jan. 1 fol-| Same as for! 6 bi-month-| 
tural operations, excluding, in) exceed £534 annually, with the following) Direct Taxes.| Direct) lowing] general in-| ly  instal- 
the case of: a ong tes han-| Taxes. commence-| come tax. ments. | 
| @) Landlords employing Income Deduction 2.5% for the colo-| dled as for gen-' ment of op- 
cultural funds or operating) £534 £666.66 £333.33 nial landlords. | eral income tax. erations. 
lands in the colonies by em- 666.67 800 266.67 
ploying under the 801 933.33 200 
metayer and systems. 933.34 1,066.67 133.33 | 
(b) Rents ae rom colo-| To determine exemptions and amount of | 
nies operated under the met-| deductions for incomes in excess of| | | 
ayer or tertiary systems. £1,066.67 the financial status of tax | | } 
| er is taken into consideration : ; 2 { | 
All improvea lands which have hectare (about 2% acres) “of in| £2 per hectare... . a Offices } Year in| None re-| Same as 
been exempted from taxation} proved land. Due until the new Cadas- of Direct Taxes which files} quired. | above. 
20 years and up to the time| tral estimates become the base of the tax. making use of were drawn j 
| the new Cadastral estimates files prepared by by the 
were made. the technical technical 
divimon of the Cadastral offices. [Coltostens division of j 
Disputes ma; me" t eters the]} of Direct) direct tax-| 
Financal “yo | taxes. es. 
All lands reserved for hunting.| Area of lands....................... £0.50 to £1.50 ores ices. When land) Declaration; Ditto. ..... . : 
pending on extent} of Taxation at was re-| must be ne 69 
of reserve. of Minis- served. made when’ TOE: ween 
try of Agricul- request for concession is’ 
ture. sent to Ministry of Agri- 


culture. 
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THE ITALIAN NATIONAL-AND-LOCAL TAX SYSTEM AS OF JANUARY 1, 1933—Continued 











Principal laws and decrees 


R. D. L. 12-30-23 No. 3062 


BRL! 
R. D.L. 


R. D. L. 2-3-22 No. 78 


12-19-26 No. 2132. . 
11-24-28 No. 2296. 





Complemen- 
tary tax on 
income.'* 


Total family income of citizen 


including that of his wife and 
minors at home. 


Celibacy of the citizen between 


the years 25-65. 


possessed by citisen 
Jan. 1, 1920, and by the 
foreigner, for wealth held in 
the country at that date. 
Exemptions up to £50,000. 


Measure of tax 


Total income including income | 
from the royal tax taxes, 
debts due not deductible in the singe 
tax on income, insurance 
Exemptions up to £6,000 net ar gare 
income." 


Fixed rate according to age due by every 
one, plus a rate on net! 
income of bachelor as determined by 
the complementary tax—and, if bachelor: 
is not subject to this tax—determined! 
by a met similar to that of the/ 
complementary tax.'* 


The tax was unitary due Jan. 1, 1920. 

The burden of payment was later dis-| 
tributed in 20 ee for 
patrimonies consisting of real property 
and in 10 yearly payments for those 
consisting predominantly of personal 
property. 





Rate of tax 


Progressive “0 | 
from 1%-10% 
pecs Bele tae | 


Pized Rates 
Age 25-35, £70; | 
35-50, £100; 50- 
65, £50. 
Variable Rate || 
50°7 of complemen-| | 
tary tax or in pro-|| 
portion to income 
of bachelor. 


Progressive rate for| | 
entire period rang- 
ing from 4.50% 
for patrimonies of | 
£50,000 to 50%|/ 
for those above 
£100,000,000. } 





Apulnistnation or Tax 








Assessment Collection 
| 
| 
| } 
| 
| 
| District Offices of || 
Direct Taxes.|! 
Disputes ban-| | Collectors 
as in the I of Direct 
general income|| Taxes. 
tax. | 
| after 
| 5 per col. 
| year followi 
|| day. 
| | 
il ! 
a 
} { 








tax-| | Number of 
po status | Date Zeman — of | instalments 
or year of | or informa- | in which Penalties 
reporton | tion is due Date toe is| payment 
which tax is due may be made 
computed Bete 
Year inj Jan 31 fl Da. Ditto... .. 
which in-| year fol 
come ex-| lowing that/ 
ceeds tax-| just indicated. Variations 
able mini-| in income are declared a 
mun. triennium after the pre- 
| ceding dstermiaation | 
Year tollow-| Jan. 31 of| Ditto."*.... 
ing 25th ear fol- 
birthday. 
Variations} 25th 
of the fixed) day. vew| 
rate go in| tions are 
| effect the| reported a 
last birthday; triennium after the pre- 
6, tax ceases} ceding determination.'* 
ing 65th birth- 
Jen. 1, 1028,| *.......... Ditto....... 








II 


Taxes on the Transfer of Wealth 





D. L. 12-30-23 No. 3270 
D. L. 6-30-30 No. 431 
6-12-30 No. 742 


R. D. L. 12-30-23 No. 3271 
R. D.L. 


R. D. 12-30-23 No. 3069 


R. D. 12-30-23 No. 3268. . 
R. D. 3-17-30 No. 142 
Act of 4- 7-30 No. 456 


R. D. 12-30-23 No. 3280 


R. D. 12-30-23 No. 3272 


R. D, 12-30-23 No. 3279 


R. D. 
R. D. 12-29-27 No. 2446. 


12-22-27 No. 2407. 


12-30-23 No. 3283... . 


Tax on mort-/ A 
main. 
Registration) 8 
fees. 
Stamp tax... 8 


Substitutes for; A 
Registration) 


a stamp 
tares. 


(a) Sales tax. 


(b) Tax on the: 
capital of for- 
eign compan- 
ree. 


(c) Taz on loans 


Tax on gov- 
ernmental 
concessions. 


s 
fe: 


con-| 
cessions. Annual! for licenses subject! 


interest, ete. by means of a) 
testament or according to} 
law following death. real or 
legal.'* 


at market price; businesses, rights, etc.) 
evaluated according to law. Deductions! 
of liabilities: established debts, funeral) 
expenses and medical expense of the 
last few months. The total capita! is 
increased by 2% presumptive value of 
jewelry and currency and 5°; for furni-| 
ture and fixtures.*¢ 





Actual or presumptive a Total revenues of wealth subject to tax! 


of moral organizations of a} 
permanent nature in ) a 
Provinces, communes: 

table institutions, Fe 
organisations, etc. 


Deeds and contracts, transfers, 
leases, settlements, contracts, 
judgments, sentences, 


dicial decisions, ete.).% 


All civil and commercial doeu-| 


ments, judicial and extraju- 


dicial and other documents) 


prescribed by law. 


commercial paper.*° 


Foreign capital invested in the 
state (including that of insur- 


ance companies). ! 

Loans or deposits. . | For savings banks, etc., total of loan for} 
each day's duration. Pawn brokers, ete., 
the amount of operation. 

Issuance, renewal, cancella-/ Amount of mortgage plus interest.| 


| Government concessions, li-, According to nature of concession. 


censes, permits, etc.** 


to yearly renewal or review. 


Tax on motor 
vehicles. 


Aa 


Automobiles, trucks, motor- 


cycles, ete 


ete.) 
(tax on contracts) (tax on ju-! 


| on successions with deductions of tax on| 
| land rents and on circulating capital,| 
| liabilities, and for the income of church-| 
| men annually established rates.” 


| 


| Market value of real estate, stock market) 


value of securities, average prices of per-| 
sonal property. Business evaluated ac-| 
cording to law, extent and value of activ-| 
| ities, plus original investments and other} 
| special transferable rights taken into ac-| 
| count. 
} 


Amount of rent. 

| Donations are measured according to the) 
relation existing between donor end re-| 
cipient: judgments according te their 
nature, ete.¥ 


} 
| | 


According to nature and purpose of docu- 
ments as specified by book of schedules. | 


| 
| 





agreement. 

Stock exchange stocks and bonds, face 
value of commercial paper (excluding 
interest) or expert appraisal of value by 
the comptrollers of the stock exchange. 


Amount of invested capital 





Judgments, liens, ete., pay the registration) 
tax. 





Horse power of motor..................] 





| rates—on basis of taxable value of objects entering in the) 
Stocks and bonds and other) 


paid for road im- 
provement. 





Transmission of real estate,| Total value: personal property evaluated| 1. In favor of direct] Offices of Regie Offices of 








Death or re-| 4 months af- 




















tion in middle of year. 





Two months Fevnent Failure to 


ascendants and) tration compe-| Registra-| ceipt of| terdeathif| after last me? make dec- 
parents with an! tent to evaluate! tion. gift. it occurred) day of dec-| made is laration 
only child and his} up to £50,000,| in Italy, tion. instal-| within lim- 
descendants: 1°! the financial of. within 18 ments over| ited time: 
up to £10,000 to| ficee-mpetent to} months if a 6 year) surtas 
10% in — of} make estimates! abroad. period with} equal to 
a above £50,000.) Payment) 6/l0oftax. 
fesband and|Disputee are} of 5% in-' issions in 
a with no chil-| brought before! terest. declara- 
dren, or with an| an ordinary| tion: surtax 
only child: 1.5-| magistrate. equal to tax 
18% as above. | due plus 
Ill. Brothers and 1/5. This i 
sisters: 4.50-21% not due unless one fails to 
as above. | make all due declarations 
IV. Uncles and nep-! before the last day of 
hews: 5.5-25% as term prescribed by law. 
above. If one Frail tp report less 
V. Other relatives than 75% of value, surtax 
and friends: 12-) for fraud is applicable. 
50% as above. | i 
7.20%. It is .9%| Offices of Regis-| Offices of| Jan.lofyear) Within 60] June 30 and| Two, one! Penalties: 
for ecclesiastical tration. Registra-| in which| days ‘after| Dec. 31 off each 6/ failure to 
organizations do- tion. | they were| they were| each year) months. declare, 
ing welfare work.! legally es-| legally es-| (20 days of surtax 
tablished. tablished.| grace al- equal to 
Assessment} lowed). the tax for one year plus 
remains fixed for 15 years. 25%. Fraudulent report: 
Variations declared before surtax equal to tax plus 
Dee. 31 of 15th year. fo, increase on rate of 
| . tax of ineome not reported. 
Determined by the| Offices of Regis-, Offices of} When docu- 20 daysafter| At registra-| One; cee Penalties: 
nature of thedocu-| tration. Registra-| ment is| dateofdoc-| tion.” transfers of| Failure to 
ments: (a) For valuation) tion. registered. ument.* Personal! register: 
(a) A progressive) see tax on suc- Property of| surtax 6/10 
rate for gifts. cession. tvalue,| of tax on 
(b) Proportional) (6) Questions of % must} person 
rate for the trans-| right or worth be paid at! obli to 
fer of property| up to oamee once, and/ do the reg- 
and other rightsin| may be bro the other| istering; for 
payment of debts| before the O: 50% after) leasing of 
or loans. of the | 6 months. | real estate, 
| (c) Graduated rate) of Taxes; in ev-! 6 times tax; 
for simple declara-| cess of £10,000 conceal- 
tion or transfer of| before the Min-| ment of 
rights (excluding| istry. value, twice the tax, (for 
inheritance). } private Paper the surtax 
(d) Fixed rates for) is equal to the tax in- 
legal documents.*5| creased by 20%) for tardi- 
| 1% in payment, surtax 
‘o- 
Determined by; 1. Ordinarily applied ti b| When docu-|............ When paper|............ Numerous 
book of achedules:| sale of stamped paper by ¢) ments are is pur- fines are 
(a) Fixed rate for! _btate. drawn or or rescribed 
formaldocuments.| 2. By stamping document—in| put in use. document ot law for 
(b) Graduated rate) “some cases tax is = even on is regis- evasion of 
in proportion to) government stamped paper. tered and tax consist- 
valueand elements! 3.:\Payment of fee at of stamped. ing of mul- 
in contract. Registration, etc., without use’ tiples of tax 
| (c) Proportional) of stamp.” | or a fixed 
| sum. 
2.50°% for stocks, Offices of Regis-| Offices of| First day of} Within 60) Every 6/2  instal-| Failure to 
bonds, ete. of the| tration. Registra-| 6-months'| days of #| months,| ments. declare: 
Communes. Prov-! | tion. period in} suance of| Jan. 1 and surtax 6/10 
inces and other le- which they| titles. July 1. of the tax 
ga! persons named in Art. 229 of the Commercial) were issued (Payment for one year. 
Code, or paper of which they are the promissors. may be) Fradulent declaration: sur- 
4.50°% for shares of joint stock companies commer- made with-| tax on undeclared capital 
cial or rie! as as in Art. 229 of the Com- in 20 days.)| . of 120% of tax. 
mercial Code. 
450° ; | Offices of Regis- om es of| First day of| 30 a of} Quarterly,| 4 quarterly ee 
tration. quarter in pg : nts. cedi 
which they = Pye as} Jan. sais —” 
began op- presides Payment 
eration. y the Tri-| may be 
buna l| made witb- 
which or-| in 20 days. 
‘ ders — the 
og el ated 
01% per day;| Offices of Regis-| Offices of First day off Credit com-| Within 10) Every 6) Same as 
.005°% per day if) tration. Registra-| loan. Panies| days after} months. above. 
the loan is ob-| tion. must make| declara- 
tained or guaran-| declaration} tion has 
teed by Govt.! Jan. and| been made. 
bonds, ete. July of ench| 
| 2.35°% every 6 mos. year. 
| vate companies during the first 10 days of those months 
| : must report operations of jing 6 months. 
Proportional tax: | Office of Mortgages (inscrip-| Between 30) At time re-|............ Failure to 
Original = issue,| tions, renewals and annota-| and 90days gseet is declare by 
2.50%: renewals,| tions). in the notaries- 
1.25°%;judgments,| Office of public, etc., 
transer.ptions, etc.| Mortgages. who are re- 
1%; increases or} sponsible 
decreases, 3%. | y ; for filing 
Graduated taz: Offices of Registration (trans- When regis- One...... +-| reports, 
Foreclosures, an-| scriptions and transfers of|............ tration is surtax 20% 
notations on ac-| ). performed. of tax. 
count of death 1%| | 
Fized rate: | 
Other formalities! | 
as preseribed by! 
law, £10. | ' 
| Monthly net) Cet ae Offices of} When re-|............ At time re-| One........ Various 
charges varying) tration | Registra-| quest is uest is a 
according to im-| putes and Pen-| tion. filed for F penalties 
portance of con-' alties handled| } permit or concession or are includ- 
cession. as in the regis-| | renewal, ete. Penalty for' ed in the 
tration tax. | abuse during period of al- laws. 
leged abuse, 
| Varies according to) Royal Automo-| R.A.C.1...| When autoj............ When auto] One.......| Civil and 
auto vehicle and! bile Club of vehicle is} — e vehic! is penal sanc- 
horse power. An| Italy and agen- put in circulation with de-| put in cir- tion for vio- 
additional tax is! cies. ductions if put into opera-| culation— lations of 


paid through purchase of 
license plates. 


law. 











November, 1933 

































THE TAX MAGAZINE 


THE ITALIAN NATIONAL-AND-LOCAL TAX SYSTEM AS OF JANUARY 1, 1933—Continued 





| 
| 


£500 by postal money order. 
For reductions: products sub- 
ject to tax on manufactures, 
animals, wines, soda waters, 
playing cards, resinous woods, 

extracts see *. Tax on im-} 
ports is paid at customs office. 

















































Import and Ex 





port Taxes 



















P. M. 7- 5-28 No. 140........ 


of the Provinces of Zara, and 
the communes of Livigno, and 
of Campione d'Intelvi (Como). 


Livigno. 


D. M. 7-5-18........... 
T. U. 7-29-25 No. 1456 
Reg. 8- 9-26 No. 1601 





state of lottery which con- 
po Bee ~ Thay Sl 

ranging from 1 
to 90 and weekly drawings of 
5 numbers (excluding Sar- 
dinia)., 








importation and sale of to-| duction is estimated at 21% of gross! 
Rosse centonne Me bartels revenue and income as 79% 


Act 1-21-29 No. 67........ Tobacco...... | neatet | Monopoly. of manufacturers} For purposes of taxation, cost of pro-|.. 


Salt...ccseesfeceeee Monopoly of the extraction) Estimates o! costs of production 20% of 
and sale of salt from seas or| gross revenue and income 80%. 











State Monopolies 





| Stake on one no., 


41.67%; stake on| 


2 nos., 37.48%;) 


stake on 3 nos., 


63.82%; stake on} 








‘The manufacturing and distributing is controlled by the 
self-governing management of the monopolies. 





} 
Act 12-23-30 No. 505....... Se. 025 jeesics Quinine constitutes a monopoly for manufacture and sale in the Kingdom—purely for the cece of regulating the quality. 
fs Exercise of monopoly by the} Tax is included in price of lottery tickets. . 


Superintendent of Finance has 
control of lot’ and drawing. 

The Receiver of the Lottery: 
for the plays. 





4 nos., 88.26%. | 









" ~7s) ADMINISTRATION OF Tax Day of tas Number of 
als Seu f : ‘ able status | Date return | Payment of | instalments 
Principal laws and decrees | Title of tax £25 Basis of tax Measure of tax Rate of tax oor year of | or informa- os in which Penaltics 
>it | reporton | tionisdue | Date taxis | payment 
Anton | Assessment | Collection | Which tax is due may be made 
} | | computed 
{ 
R. D. 12-30-23 No. 3276...... Amusement) § Admissions to all public per-| According to t:"ve of show or price of ad-| Theatrical perform-| Offices of Registration for horse| Tax is collected based on} On day of| One, or as’ 
R. D. L, 8-12-27 No. 1553. .... tax. formances of an amusement! mission. ances 10%| racing; Italian Society of| admission tickets. sale. “i fixed by ye ak 
nature, ete., even though for Movies 10-20%) Authors. rule. 
charitable purposes. Sports 15% 
R. D. 12-30-23 No. 3275, Stamp duties} S$ gg Age A fixed for all d rad al Sehedale at rates] Of f Regi E Q 
| ae p dui rate for all documents of trade and! § ule of rates ices of Registration. bokewewe very year) Quarterly |. ......... Fi e 
R.D. 3- 4-26 No. 405... :..| ondocuments pee, elocipedes,| proportional rate varying with price. established by by  trans- soar reg 
| of transport. peat (on om bli or private law. portation 
)—excluding fares. ° companies. 
R. D. 12-30-23 No. 3281...... Tax on insur-| A Pines issued at home and} Maritime insurance—Fixed rates taxed] 2%........... Offices of Registration. When policy| Insurance| Within 15) Quarterly...) Fj 
R. D. L. 12-22-27 No. 2407... ance. or abroad if f they are to be used} once on total amount of insurance. is Foss { co.’s must) days of dec- @ xs ee 
8 at home.* Mutual maritime insurance: Taxed once) 2%. ....... orwhen| make pay- ‘laration. 
for each £1,000. ‘ , premium) men pede For life in-| One..... .. 
Insurance on goods in transport—(land,| Varies according to is paid. They surance 
sea, air) tax on premiums or amount of| nature of insur- pan ell “a policies, at 
insurance. ance. time of reg-| One... 
Other insurance: Taxed once on amount} 1%™*....... ters of all policy holders to be handed over to Ofer of er Reg-| istration. 
of insurance. ss quarterly. Declaration made on month following 
p this, 
R. D. 12-30-23 No. 3277......| Stamp duties} $ | All playing cards, domestic or| According to quality.of cards... . Tax is t sh stamps issued to the manufacturer. Payment is} One........ Punishment 
on playing imported. (a) OrGinery. 8 per peck. effected at the of Registration. ete. r 
cards. luxe. per pack. ‘ 
R. D. 12-30-23 No. 3277......| Tax on Stock] S$ All contracts relating to stocks,| Depending on nature of contract... ..| £.10 to £3, depend-| Tax is collected through sale of stamped blanks or by stamping contracts| One........ £10 addi- 
Exchange) bonds and commercial paper ing on nature of| at the Offices of Registration. The forms of persons authorized to deal tional for 
contracts. of all sorts. contract and on| may be prestamped at the rate of £0.10 each. each count. 
parties to the con-' Suspension of professional 
tracts. Practice from one month 
to =y year for those hav- 
counts in o 
R. D. L. 7-28-30 No. 1011..... Sales tax.. 8 Exchange o1 goods.*”.........| Value of exchange. Declared value of} 2.50%. . Through stamp placed on in-| Time of ex-|........... Time of sale. ont bysévant "y pal took 
7-11-31 No. 891..... imports. voice by eeller ‘with right to) change. ‘al m 

recover from buyer; tax under be file 

£500 by check—in excess of within 5 days for every 
' 


exchange. These must be 
kept 5 years to be audited 
by the govt. Various civil 
and criminal penalties pro 











Customs Act 1-26-1896 (a) Taxonim-| §$ Practically all imports.“ (a) General taz—applied without regard) Tariff schedules| Customs Offices. Disputes as| When onal Declaration| When goods} One........ Serioug pen- 
R. D. No. ports. to destination of goods. based on classifi-| to qualification of goods: Pro-| enter coun-| dueattime| enter Ital- alties ee 
R. D. (b) Differential duties—50% increase on| cations of preced-| vincial Economic Council and] try. of importa-| ian terri- provided in 
R.D. general tax or 25% of the value of| ing column. the Ministry of Finance. tion or ex-| tory if des- the case of 
R. D. merchandise exempt from the general) By customs code, portation. | tined for smuggling. 
Act 5 tax applicable to umports from countries} 7-24-31, an_addi- In some] consump- 
R.D. 3-13-1921 No. 295... lacing special barriers to the entry of| tional tax of 15%) cases ver-| tion. 
R. D. 12-15-1930 No. 1936. . talian goods. of value was es- bal declara-! 
Tariff Law (c) Trade Agreemen{—reductions of cus-| tablished. tion ie ad- 
R. D. L. 6- 9-1921 No. 806.. toms duties on imports from countries miss ble. 
Amended having special trades agreements with Declaration 
R. D. L, 12-21-27 No. 2326... Italy. ‘ j must be ac- 
R. D. 11-27-1924 No. 2146... (d) Preferential duties, companied | 
Increased 15%. . by the in- 
D.L. 924-31 No. 1187...... voices for 
Tax on consumption of coffee. the applica-) 
Act _ 11-16-1921 No. 1593... ’ tion of the 
R. D. C, 3-12-1930 No. 124.... Methods of application: conven-| 
Tax on sale of minerals. (1) Specific: by weight, volume, meas- tional du- 
R. D. C, 2-3-1921 No. 54.. ure,ete, ties or for' 
R. D. C. 5-4-1924 No. 748.. (2) According to talue."', preferen- | 
R. D. C. 7-26-1925 No. 1257.. ; . tial duties. 
(b) Export du-| § Exports. ..... <ssesesesess.| Subject to export taxes; minerals, metal Ceeereren SP ) 
ties. == of iron, pyrites of zinc, crude} the schedule |! 
nes, calcium tartrate, rags, crude tar-| of rate.4 {| 
tar, dregs of wine, bect rogt. i} 
| i 
R.D. 11-22-14 No. 1280. . (ce) Statisticall 8 Additional duty on all imports} Unit of merchandise, (tonnage, number.| £ .30 imports; }| Customs Offices..............] When goods| When goods| When goods] One....... 
R. D.C. 1- 4-25 No. 211.. or added duty and exports. etc.). £ .25 exports. \| | leave coun-| leave coun-| leave coun- 
R. D.C. 4-18-20 No. 800... “| : cn try. try. try. | 
R.D. 10-21-23 No. 2367....| (d) Warehouse} S | Goods temporarily deposited) Quintal and fraction of quinta! for each) £ .15 per quintal || | | | 
duties. | in customs storehouses. day of deposit. or fraction of. || | | j 
i] } | 
D. M. 8. 12-13-23 No. 1897...) (e} Inter-Cus-| 8 Goods shipped from one cus-| According to number of units (contras-| £.50 for each | | 
toms House ; tom house to another. segni). seal; £ .20 for | | Hl 
markets of; | each lamina. | | 
| goods. | i | | j | | | 
i 1 ' i i 1 
Tax on Manufactures 
by ] | | 
iginal Text 7-8-1924........ Tax on manu-| S | Ethy! alcohol and others used) Each hectolitre... cecens £1,950 per barrel. |) | | 
R.D. L. 2-14-30 No. 52....| facture of al- | for beverages, ete.*, #, iI | 
R. D. L. 11-24-28 No. 2113....| _ cohol. 
iginal Text 7-8-1924....... Tax on manu-| S | Beet-sugar.’............ ...| More than 94% pure.......... £400 per quintal. |! | | 
D. L. 11-14-24 No. 1372... ... .|facture of sugar. Less than 94% pure. . i‘ per eeatal. i 
D. L. 11-17-25 No, 1852.......| Taxon manu-| S Illuminating -_ heating gas;| Natural gas per mc. 10 | t 
facture of gas electricity.”. Artificial gas per mc...... a j 7 25. 
and = electri- Electricity per 100 watt hour. . £ 02 small con-! | 
city. | sumption; £ .03)| | 
large consumption) : 
T. U, T+ 8-1924...,. 002.000 Taz on manu-| S Di itenvabivencesces ewe By hectolitre and strength........ | £6.20 per hecto-|/Technical divi-| Directly to} When ne The manu- —— may be made} Various 
facture of litre. 10-16%) | — oe ~<a. duce facture and are manu-| penalties 
beer. alcohol. || Offices. Offices. when eed distribu-| fact , Or it may be| and fines. 
Oe I ncccaccosess Manufacture} S | Chicory and coffee substitutes.| By quintal................... Se £560. = | ucts go out} tion is un-| delayed. 
D. D. 3-12-1930 No. 124...... of coffee sub- i} of storage. | der direct 
stitutes, i supervision 
_ fae Electric light} § | Filament lamps and arc !amps.| According to type wattage.... ........ | Small lamps £.25) and control 
lamps, ete. to Large £ .10;) | of the govt. 
“Organi d'illumi-| | which pre- 
nazione” £ 2 to|! scribes sys- | 
| £3, 1 tems of ac- | 
Glucose and| § | Glucose, maltose and derived) Quintal by bulk....................... £200 AY counts and | 
maltose. products. Quintal of liquid product. | ‘ {| audits the 
BR. Bi BAOGB.... 5:0 ccceseeesex Seed oils..... SEE eee oS See | books from 
Gunpowder} 8S | Gunpowder and explosives in} I. Gunpowder for mines in kg i} which the 
and explo- general.** Il. Mine explosives from gunpo' deri in | neccessary 
sives. Bes ve verestutbigscsccwacsee . 50. . | informa- 
Ill. Gunpowder used for hunting.......) £4.... it tion is ob- 
bye ies IV. Any other explosive for bunting. . eee i} tained. 
Acetic acid>..| § Crude and refined acetic acid.) According to purity of ...| £50-600.. ) 
















i ————————————————————————————— 
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to a merger und 
state. Tax is paid through stamps placed 
on the packages. 








Sulpbur ma: 
£.1139 per 100 , 









Wax matches: Tax js paid to the state by the, 
£.3157 per boxof| merger of match manufac- 
00. turers with offices in Milano. 


£.1705-£1.013 to the ¢; 
1 ype 
and = oe 




























































R. D. L. 2-26-30 No. 105. ... Automatic 8 Autpmatic lighters....... Manufacture and importation reserved £20-£50 plus. 
lighters. the Consorzio Industriale Fiammi feri or} £.45 to £5 per flint 
match merger under the control of according to 
state only for cigar and cigarette lighters. 
_ other substitutes om tear the| 
right to grant monopolies elsewhere. 
R. D. 7-29-25 No. 2501....... Cigarette! S | Cigarette papers. 4 | | ininn aiglppag TS: 5 SES 
Papers. | 
Local Taxes: Communes—Provinces of Kingdom 
————_— 
11-14-31 No. 1175.......| Tax on con-| 8 Wines, alcoholic bovereaee| Satetity ee. 0 once siiccciccccuccs Schedule of rates:| Communal Fiscal Office. | When purchase is made or when goods 
sumables. meats, preserved fish, candy.| Local taxes are! N. B. The levy and collection} arrive in the Commune. 
chocolate, cheese, milk, per-! imposed by Com-| may be leased to private 
fumes, toilet soaps, gas, elec-| munal Magistrates} panies at a fixed price or at 
tricity, construction mate- approved by the} discount. 
rials, furniture, furs—exemp-| Provincial Coun- 
tions found in the law. cils and adminis- 
tered by the Min-} 
istry of Finance. 
House tax A | Value of bouse........ Rental value of house................. Progressive rate:|} 
5-9% of rental] 
| value according to| 
the category of|| | 
the communes, and a progressive rate according to rental] 
schedules with deductions of 5% for each child (not to ex-}| 
| | ceed £100 per child). | 
Family tax! A Wealth of the family estimated) Total family income plus estimated in-| Maximum 8%. Di-|}Communal Of-| Collectors of} Established by Communal] First bi-| No lees than 
(applicable from its income. come of workers at home, ete. (same as} rectly propor-|! fices. Revenues. Regulation. monthly] 4; no more 
by communi- that for the complementary tax.). tional to the in-|| period. than 6, 
ties of less } come and inverse- 
than 30,000 | ly proportional to 
population } the population. 
who do not | 
intend to ap- | 
ply preceding 
x.) 
| Sojourn taz.. 8 Temporary stay in the com-| Based on costs of room in hotel, ete.....| Maximum 10% of When pay-| One. 
munity. cost of room. | ment of 
H hotel bill is) a 
Tax on health} A Tncome obtained by those who) {Income Maximum .50%...||Collected either directly or| Established by Communal |When in- One. 
resorts. (com- profit from tourists, ete. and] { tela, ete. tion. come is as- 
| _munal) tourist tax. (Per pe Maximum £30... certai 
Original Text 9-14-31 No. 1175.| License fees. | A Hotels, boarding houses, lodg-| (a) ental value of establishments and 
} ing houses, restaurants, tav-| saloons selling alcoholic drinks. . . . . } 
} erns, coffee houses, saloons,| Sale of wine and other beverages. 10-15%....... 
soft-drink and soda fountains. (Restaurants, taverns, lodgings, boardi (minimum iO 
bath houses, parking stations; houses, pay only for rental value oe £50 
stables, dance halls, billiard) rooms, etc., used by consumers of drinks).| if rental value does 
| parlors and other legal gaming not exceed £100.) 
parlore. (b) Parking stations, stables, et al....... 6% at opening of|| 
| eatabli ment or! | | 
fer; 
to 1/10 in case of | 
| renewal of license. 
| (c) Dance halls, coffee houses, billiard) 6-10% of rental|}Communal Of-| Collectors of} Determined by communal] Same as for| 4-6........ 
| | | parlors and other gaming parlors...... value. fices. venue. regulations. direct 
Li "rE £100-£300 per taxes. 
| | machine. 
| Tax on ani-| A | Horses, mules, ssses, .| Value of each animal determined yearly} Maximum: 1%-2% 
| mals, | | buffaloes, goats, sheep, swine| by the Provincial Administrative Council. 
| | kept in the communes. ’ 
| Tax on goat-| A | Grazing sheep, goats, etc.....| Single tax according to the numbers:| £10 a head for less 
like animals. | } | Exemptions for possessors of less than| than 10; £20 a | 
} | | 3 animals, head for flocks of 
| more than ten. J A 
Tax on dogs A =s dogs with few exceptions} German police dogs or pet aogs.........| £150........... Communal Of-| Communal] First day of} Within 5| At purchase] One........ 
| } ified in the law. | Hunting or watch dogs...... | err fices. | Offices.| quarter in} days of ac-| of license. i 
| | Wateh dogs in rural dwellings or remote | Purchaseof} which one| quisition. 
| | places of business... .. £18....... | license) comes in 
| | | worn atthe} possession 
| | | collar. of dog. | 
| Tax on vehi-| A | Public and private convey-| Private coaches—according to communes } 
| cles, | ances, gondolas, row boats,| and number of horses................ | £30-£300 ........|/ | 
| | Exemptions: automobiles and} Public conveyances, funeral coaches, etc..| £20-£150..... | | | | 
| | bicycles taxed elsewhere. | | | 
Tax on domes-| A_ | All domestic servants. Determined by number of servants and| £25 to £200......|| | 
tic servants their sex. Reduced by balf for part-time | Communal Of-| Collectors of! Determined by communal] Same as for) 4-6....... 
service. | || fives. | Revenue. regulations. | direct 
| Tax on pianos} A | All pianos and billiard tables..| Pianos... ...... 2... ...ceceeeeeeeees £ 50 }} | taxes. 
and billiard Private billiard tables. . a ARE | £125 . 1 | 
| tables, | Public buliard tables | £250 3 
Tax on profes-| A All industrial and professional! All incomes derived from operations within| Incomes: | Communal and} Collectors of; Follows in-| No report) Same as for| 4-6........ 
| sional and in-| incomes subject to the tax on| the commune as determined by the/ Class B: | Provincial Of-| Revenue. come tax. necessary. | direct 
dustrial in- circulating capital. | national income tax including exemption.| Income 3%| fices. taxes, 
come. | Fxemption 4.50%) 
Class C1 Incomes: 
Incomes. 2.40%, 
Exemptions 3%) 
Additional Pro-| 
| vincial tax: 
Class B: 
Incomes 1.50% 
Class Ci 1.20%) | 
(excluding exemp- | 
tions from nation- 
| | al income tar.) \ | 
| Taxonlicenses} A | Industries, businesses and pro-| Graduated in 7 classes............... £15-60... Communal Of-| Collectors of} The Communal la-| Same as for) 4-6...... } 
| fessions not subject to the tax, | fices. Revenue. tions contain the jules) direct} j 
on circulating capital. and the exemptions as) taxes. 
| | | determined by the Pro-| 
| } | —— Administrative! | 
i | | | | Councils. | 
Taxon the oc-| A | Occupation of public areas in| According to the value and area of ove Schedulesdrawn by, Communal Of-| According to Communal | The ae fees are col-|......... 
| cupation of} Per-| streets, race tracks, etc., by, pied land. local magistrates} fices of Provin-| Regulation. lected by drawing tax 
public lands} ma-| merchants, automobiles; oc- and approved by| cial Rectorship.| lists, temporary ones col-! 
(Communal! nent, ecupstion of sub-surface lands the Administra- lected by Communal and) 
and Provin-| Oc-| ofpublic highwaysandatreets. tive Council. Provincial Agents at time 
cial). | cu- of occupation, | 
| | Pations or subterranean occupations.| 
| 8 G. Temporary occupation. : vr | 
| Tax on public) compe notices, advertise-| According to the number of letters and) £.20-£7 per letter, Communal Of-| Collectorsof; First day of} Established) Same as for| 4 minimum,)........... 
notices. the standing of the Community. (Tax is increased! fices. Direct) solar quar-/ by Com-| Direct) 6 maxi- 
500% for an-| Taxes. terforthose| munal Re-| taxes. mum, | 
| | nouneements in) aaa oe dur-| gisters. | 
| } | | foreign languages)| ing the year’ | 
} Duties on: i § Right of Communes to exam-| Schedules established by the local magis-| Schedules estab-| Communal Of-| Communal] Taxesarecollected byagents on the spot.|............ ammenndiee a 
| Public weight | ine weightand measure;rental| trate. | Lashed by the local] fices. Agents, | | 
and measure | of public benches. | | magistrate. 
and rental of | | 
ublic benches. | 3 , 
axonanimal-| A | Circulation on public streets| According to the number of wheels, for! Up to 500 Kg.| Tax is paid through the pur-| First of March every year.)............ i One... 2. 2)-eeeee are 
drawn vebi- of all vehicles drawn by beasts| vehicles, and number of seats for coaches.| weight £25 per, chase of license plates. | | 
cles and ve- of burden; velocipedes and wheel; from 500-| ; } | 
locipedes. the like. | 1500 Kg. weight, £50 per wheel. Coaches with 2) | | 
} seats, £25; more than 2 seata, £50. | | | 
Velocipedes pay a single tax. | £10. | | 
| Tax on exces-| A Tax due by all persons. ete. for| According to the estimated value of the} £100-£30,000 | Provincial Com-| Collectors of) Jan. 1......} Withi a| Sento ss 6. cccccccchecctaccecee 
| sive wear of | street repair caused by exces-/ wear a =a tear made by Provincial Com-| mission for| Revenue. | montb of} | 
publicstreets. sive wear in transportation—, missions. street mainte-| Jan. each | | 
excepting public utihties. | nance. | year. ra “ 
| Tax on un-| S | Unearned increment following! Difference between market price follow-| Not to exceed 15%| Communal and| Collectors of| The calcula-}............ Publication; 10 bimonth-|............ 
| earned incre- | public improvements, expan-| ing improvements and that preceding) of increment or} Provincial Of-| Direct) tion is of lists, ly pay 
| ment on real sion of population, ete.—| improvementa. total paid by pro-| fices. Delibera-| Taxes. made on the oceasion of ments 3 
| estate. | excluding manufacturing prietors not toex-| tions must be s the first transfer requiring’ which may be increased 
| | | areas. ceed 30% of pub-| ap) wed by the Provincial] assessment for the registration tax. In-| to 20. 
| lic expenditures, | ministrative Council, and) crement is estimated then and confirmed) 
| | aaa by the Ministry of| later when Communal assessments are} 
| | Finance. made. | 
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Principal laws and decrees Title of tax Basis of tax Measure of tax 
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THE ITALIAN NATIONAL-AND-LOCAL TAX SYSTEM AS OF JANUARY 1, 1933—Concluded 





Sewer tax a Paid for maintenance of sewers} Taxable income of House tax 
by property owners. Com-| 
munities with more than 


60,000 population. Provincial capitals, health and tourist resorts alone 


| may be authorized to impose this tax. 
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| Day of tax- Number of 


ApMinisTRATION OF TAX | able status | Date oateen'l Payment of | instalments 





Rate of tax | | oryearof | or informa- tax, in which Penalties 


| } } 


; report on tion is due | Date taxis | payment 
Assessment | Collection | which tax is due jmay be made! 
computed 








Not to exceed £02) Communal Of-| Collectors of] According to Communal) Same as for} No less than! 


| ' 
| 





each taxable) fices authorized) Direct} regulations. | Direct] 4: no more| 
Lira. by Royal) Tares. | | | Taxes, than 6 bi- 
decree. } | | monthly 





| | ' 








| i . yments. | 
| Surtax on reall A Communal and Provincial sur-| Same measure as for tax on land and! For each £ of tax) District Offices} Collectors of Same as for Direct Taxes on Land and Buildieg.. sae } eee 
| estate. tax on real property. | building tax. | ,onrealestate. | of Direct Taxes.| Direct | 
| | Land: | (Following duly| Taxes, 
| | } Communes £2-£5) approved ordi-| | | 0 
| i Provinces £.50-£1| nances.) | | ‘ | H 
| | | } Buildings: ' | | } | | 
| Communes £.50-£1.25 | | | | } 
j | | Provinces £.50-£.75 | | } 





[Chart prepared by Dr Ettore Mario Donatone, Procurator General of Direct Taxes of Modena, Italy, and copyrighted (1933) in his behalf by The Tax Research Foundation. 
Guglielmino, Cornell University, Ithaca, N. Y., under the supervision of Professor M. Slade Kendrick.] 


1 The Act of 1886 provided for the formation of new cadastral registers as substitutes for the old 
ones. The administration of these new registers not being completed, the tax was applied until 1924 
on the basis of both the old and new registers which were uniformly employed after 1925. | * Perma- 
nent exemptions: Cemeteries, land contiguous to rivers which might undergo loss or gain due to 
changes in river bed, beaches, mines, peat-bogs, salt mines, ponds, fishing ponds (subject to tax on 
circulating capital), and rural houses. 3 The cadastral assessment once made is not subject to 
change excepting for variations in the products of the land. Improvements in the cultivation of the 
land are absent from the estimates for 5 years after introduced. Temporary exemptions of 20 yrs. 
are extended to plantations and lands reclaimed by irrigation or drainage. Allowance is made in the 
tax for deterioration of lands, earthquakes, atmospheric ravages, etc. ‘Exemptions: Institutions 
for the propagation of culture, cemeteries and their dependencies, fortifications, buildings on avia- 
uon fields, State, Communal and Provincial buildings; rural homes inhabited by farmers, or housing 
harvest, and first manipulation of agricultural products; large work shops (subject to general income 
tax), aqueducts, buildings of foreign powers, the seats of their representatives to the King and Pope. 
Temporary Exemptions: 25-yr..exemption for new constructions begun after July 5, 1919 and com- 
pleted by December 31, 1935 destined as homes; places of business, and hotels whose construction 
was began between July 5, 1919 and August 25, 1925 and completed before December 31, 192S—for 
these exists a biennal exemption with a gradual increase of 1/15 of the tax yearly with full tax at 
the expiration of 14 years if their construction was begun after August 25, 1 and completed before 
December 31, 1940. 10 yr. exemption for civil habitations built after July 1918 and completed 
before December 31, 1925; 20 yr. exemption for poor homes, etc., constructed before July 5, 1919: 

yr exemption for buildings used as dwellings, offices and business-places built for charitable insti- 
tutions in communities exceeding 10,000 inhabitants after July 5, 1919 and inhabited before December 




















‘1, 1026, 25 yr. eremption for reconstructed uninhabitable dwellings whose rehabilitation was begun 
siter January 1, 1928 and completed before December 31, 1935. 5’ Changes— increases or decreases 
are considered only when they exceed 1/3 of the income. ® Permanent exemptions: Incomes of 


H M. The King and members of the Royal Family, diplomatic and consular agents not inhabitants; 
soldiers in active military service in rank inferior to second-lieutenant; incomes of societies of mutual 
ipport having no business connections; organizations performing functions parallel to the state 
tuto Nazionale delle Assicurazioni (national insurance company); interest on siate public debt; 
subsidies of the state and public bodies in the interest of the public; reserves of insurance companies. 
emiums On new issues of stock, interest on funds given the Communes or Provinces used for public 
ks. public services, and for the retirement of burdensome debts; interest of Irrigation and Reclama- 
tion Companies, Public Credit Companies of the Cassa Nazionale Assicurazioni Sociali (National 
Social Insurance Fund); companies constructing tenement houses (clearing the slums), foreign capital 
obligations, Institute for Agricultural Credit; emigrant remittances, interest on obligations floated 
by stock companies— and other minorexemptions. Temporary Exemptions: New factories in the South, 
the Islands and Fiume (10 yr. exemption); fishing industry, new ships in the mercantile marine (5 yr. 
exemptions), The Italian General Oil Company (10 yr.) and other minor ones. * The above types 
.pply to private taxpayers, societies in fact and in name. In the case of anonymous societies financed 
by issuing stocks and by institutions of credit, assessments are based on the balance sheet of the 
lety, the state auditing the books. The balance sheet and income statements must be produced 
within 3 months after approval has been given; incomes (industrial and commercial) of class B are 
ascertained according to prescribed rules, for the year following that for which balance sheet has been 
produced. The tax may be passed in case the balance sheet reports a loss for the period and the Finan- 
cial Office has the right to recover this tax whenever the business shows a profit for the year. In Classes 
A and Cu incomes are determined according to prescribed regulations for the fiscal year at the end 
of which the balance sheet is prepared and tentatively for the year following (exclusive of surtax or 
remburrements). §® The Institute for Agricultural Credit and the Institute for undertaking by Pub- 
lic Utilities pay the tax at the Offices of the Cadastral Registers in the form of a fee (including stamp 
tax, mortgage tax and registration tax) at the rate of 10 centimes for £100 of capital (2 cents for 
£100 or 1/10°%); the sulphur industry pays taxes ranging from 1—10°% of the value of the sulphur 
sold. * Payment is made directly into the Treasury of the state for their employees by such organie 
zations as: National Confederation of Fascisti, National Combatants League, etc. 10 Exemptions, 
H. M. The King and members of the Royal Family, ambassadors and foreign diplomatic agents, 
consuls and consular agents (on condition of reciprocity), the Church, commercial societies, other 
ganizations and societies (the tax applies only to natural persons), pensions and allowances made 
in recognition of military valor 1! Deductions are allowed for minors and other dependents who 
have a right to support according to the Civil Code at the rate of 1/20 of the net income, deductions 
not to exceed £3000 for each dependent. After deductions are made, there is an exemption of £3000. 
' The income base of the tax is that of the year preceding the one in which declaration is made. 
Valuation of income: That of lands is arrived at by multiplying the Cadastral estimate by three; 
tor buildings, the base of the tax is uverained by the tax; for those buildings temporarily exempted, 
expected income less 1/3 is used as a base; for incomes derived from circulating capital, the base is 
the same as for the tax on general income; for all others, the incomes are used as base. Estimates 
or Presumptive Incomes are disregarded. ‘3 Incomes under Class D of the general income tax 
are subject to a .05°) tax and the tax due from government employees is taken out of the payrodls. 
The tax is paid directly to the treasury from those incomes whose general income tax is paid there. 
he tax on incomes in Class D of poral Rdath of organizations of a public character is ascertained by 


























the employers themselves who pay it, reimbursing themselves from the payroll. 14 Exemptions 
Catholic Priests, invalids of war, officers and subalterns in active service, soldiers in active service 
stationed at particular places; the mentally unfit, foreigners, emigrants abroad, the permanently 
disabled not registered with an income from lands and buildings, exceeding £150 per year. For 


the determination of income subject to the variable quota all presumptive are admitted incomes. For 
children, estimate is made of the presumptive income of the celibate by dividing the income of the 
parents by the number of children. 16 For laborers, declaration is made by the employers who also 
collect the tax in two instalments: January first and July first when it is paid the Tax Office. 
Exemptions from Direct Taxation for Large Families: (Law 6/14/1928 No. 1312) Exemption from 
State, Provincial and Communal direct taxes: parents having given birth to 12 children of whom 
6 are minors, or to 10 children all living and minors or to 7 children all minors if one of the parents is 
in employ of the state, Provinces or Communes or in the employ of organizations of function parallel 
o the state—total exemptions for incomes below £100,000. Incomes above £100,000 enjoy propor- 
tonal reductions of income base only for the amount in excess of £100,000. Complete exemption 
from all educational taxes is extended them on the basis solely of the number of children born irre- 
spective of the number of children actually living and dependent upon them. '? Detailed informs 
ion concerning this tax is omitted since the tax will be discontinued December 31, 1038 (for double 
annuities in 1923) in the case of inheritances of prevailingly personal property. For all others, the tux 
is of such character as to have effected a redistribution in the inheritance of the citizens. + Exemp- 
tions: Inheritances of children and their descendants—to exceed two in number—from their parents, 
inheritance of married couples having two or more children. In computing the number of childre 
account is taken of predeceased children, legitimate children, natural children legitimatized or rec 
nized (excluding adopted children) as well as bounties made to social welfare organizations for pur- 
poses of welfare and education. 2° The value of buildings up to £200,000 is determined on the basis of 
capitalization coefficients fixed for the Province subject to contest by the Administration as well 
as ly the taxpayer before a provincial commission if the market value fluctuates in excess of 1/8 of the 
sessed value. Appeal against the derision of the Provincial Commission may be made before a 
Central Commission. Procedure of assessment. If the Offices of the Registrar will not accept the 
declaration of the taxpayer, they must notify him of the official estimates 120 days before tax is due 
within 30 days of that notice taxpayer may request a court estimate. 2! Exemptions. Commer- 
il and Industrial Societies, Credit Associations, Insurance Associations, Orphan Asylums, Asso- 
tions having a function parallel to the state, works of beneficence of the Church supported by 

ic endowments, entities with a patrimony whose yearly income does not exceed £1,000 and 
ny others provided by special acts, presumptive incomes of houses used by charitable, welfare, 
educational and moral institutions, habitations and offices of bishops, priests, Provincial and Com- 
il Offices, buildings assigned to welfare, educational and religious works by the Provinces, Com- 
and the Provincial Economic Councils; interest due deposits by the Savings and Loan Asso- 
m (Cassa Depositi e Prestiti) to be withdrawn within one year, interest on loans from Savings 
Banks, and withdrawals of deposits from them. 2? The formality of registration consists of enter- 
ng the deeds on file in the public registers for purposes of future reference. *° Exemption from 
formality of registration documents relating to insurance, pawn tickets, stucks and bonds of 
lomestic and foreign associations, judgments of concihators, Councils of the state, etc., endowments 
ral associations for welfare, educational and moral purposes; acquisitions of real estate for 
atte and consular seats. Subject to registration only in case of use: documents relating to the 
ind the public service, contracts relating to secial welfare; changeable cict! documents, commer 
| correspondence, stock-exchange contracts, rentals and revenue of opera. Free registration docu- 
ts between the state and entities having functions parallel tu it, co-operative and self-supporting 






























ebes, recogmaing of natural chuldren and small bankruptees. Reduction of fee Documents re- 
gto the granting of pubhie works to firms, court documents in the interest of Provincial collectors 
t Revenues. + After registration settlement can be made for complementary taxes (which would 


be settled for lack of sufficrent information) or for supplementary taxes whenever the Revenue 








Translated by Rosario Joseph 






Office has made an error or omission. 2 The taxes are applied according to the nature and effect 


of the deeds. *¢ The obligation to request registration rests on the notaries public. registrar, secre- 
tary of public administration, etc. 2? Tax is paid by subscriptions by sulphur mining companies 
and institutes for agricultural credit. * Subject to tax from the beginning: Civil documents includ- 


ing Notary deeds, private contracts, marriage articles, wills, procurations, authorizations, accept- 
ances and renunciations of credit, mechanical drawings, calculations of engineers, chartered account- 
ants; among commercial documents: promissory notes, government bonds, bonds of the Communes, 
Provinces, Societies, private companies, receipts and acquittances, invoices, bills, and statements, con- 
tracts of Societies, public notices, commercial books, advertisements, gambling tickets, lottery and 
tombola; among administrative documents are included: documents of the Civil state, pawn-shop 
tickets, discharge of debts, judgments, certificates, permits, contracts for publicity; all judicial docu- 
ments: of ordinary jurisdiction subject to tax in case of use: documents relating to the public inter- 
est, the interest of the state and other entities: documents of the Civil state: documents of guardian- 
ship and curatorship, documents relating to public welfare, documents dealing with pensions, letters, 
etc. of private administration, papers dealing with trade and the merchant marine. Exemptions: 
Documents of which the state is a party, organizations of a public nature, documents dealing with 
the public debt, agricultural credit, cooperative farming, cooperative housing, cooperative agri- 
cultural associations,—if they satisfy certain specified requirements, charity, pensions, emigration, 
recognizing of natural children,—in general, those exempt from the registration tax. In cases 
of disputes, the same procedure is used as for registration tax. 3° Transfers of title subject to 
the negotiation tax are exempt from stamp and registration taxes provided registration is done thru 
public document, if by a private contract the registration tax must be paid. Exemptions: State 
titles, the effects of credit establishments, titles of public banks and cooperative societies—for 10 yrs., 
provided each share of stock outstanding does not exceed £100 and the total capital does not exceed 
£50,000, mortgages, government bonds for public works. Reduction of tax due granted: Titles of rail- 
road societies and internal navigation, stock of cooperative societies, stecks and bonds for commerce 
of grains, stocks of agricultural banks and agricultural companies, stocks and bonds of societies for 
the construction of popular dwellings. 3%) The formalities required are gratuitously performed 
in the interest of the state and the law. Exemptions from formalities dealing with gifts and endow- 
ments to the National Fund for the aid of the infirm, etc., for Social Insurance Fund; for the vic- 
tims of earthquakes, inundations and avalanches; for the care of orphans of war, sanatoria, property 
and agricultural credit, works of public utility in the colonies and the Communes, Opera Nazionale 
Combattenti; water works, popular dwellings, poor homes, grants for work in zones of military activ- 
ity. There are other exemptions and reductions in accordance with special acts. 3? The principal 
ones subject to taxation are: Naturalization papers, declaration of intention to reside in the kingdom, 
changes of name, Constitution and Charter of Moral Entities, grants of titles of nobility, coats-of- 
arms of honor, permits for the fabrication and commerce of arms, hunting and fishing licenses, per- 
mits: theatres and public shows, to sell alcoholic beverages, to rent rooms, pawn shops; permits of 
funeral homes, passports, legalization, sale of luxuries and precious objects, industrial patent rights, 
copyrights, concessions to build publie works; concessions of water, navigation, for the use of beaches 
and beach games, documents dealing with the public debts, license to practice liberal professions, rights- 
of-way,—land, sea, and air; admission to public contests. Various exemptions and reductions exist. 
* Ordinary taxes are paid at the tax offices and various other fees are imposed by means of stamps to 
he deposited with the authority which hands over the concession, or by means of using special stamped 
permits, or by tickets (contest, ete.). %* Exemptions: Auto sehicles belonging to the King and the 
Royal Family, to the representatives and agents of foreign pcwers, the military servive, postal serv- 
ice, fire companies, ambulances; outboard motors of less than 6 H.P. Five year exemption: Auto 
vehicles operated by electric motors of Italian make. Three year exemption: Auto vehicles having 
more than 4 cylinders. Reductions exist in the case of auto vehicles manufactured before 1920 worn 
out through use. 4s Exemptions: Renewal policies provided the insurance policy ha: been regularly 
registered in the kingdom; insurance policies drawn in observance of requirements of Mutual-Hely 
societies, workmen's accident insurance policies of the National Social Insurance Treasury, mutual ani- 
mal insurance in Sardinia. 36 Insurance premiums and benefits are subject to the ordinary stamp tax 
with the exception of maritime insurance where special taxes obtain. 3? Tax is due from all ex- 
changes excepting: Where special legal provisions allow exemptions, and goods for which discounts 
are allowed. Not taxable: Transportation of goods between branches of the same company, or be- 
tween manufacturers, etc., who use goods as raw materials. Transfer of merchandise through broker 
constitutes a single exchange; they constitute two exchanges when the commission agents act as 
middlemen and tueir conmission exceeds 5°;. In the case of imports of certain merchandise, just 
as for precious goods, the tax may be paid at the Customs Office subject to reimbursement in case of 
export. The benefit of temporary importation is granted all merchandise subject to a customs duty. 
Total reimbursement of tax is allowed cotton and artificial silk goods, for tax on exchange paid on 
the raw cotton and on cellulose respectively; partial reimbursement for woolen goods of tax on raw 
wool, Exemptions: Food products of primary necessity, a few combustibles and soaps, water used 
for irrigation projects, drinking water from natural sources, monopoly products of the state, books, 
newspapers, magazines, etc. 38 Special rates exist for various goods and for those in which a di: 
count is allowed, fertilizers (.50°), wines, Marsala wines (1.65°), liquors, playing cards, spirits, 
extracts, etc. For soda waters, a series of discounts is permitted according to the class of practice 
(D. M. 4/22/1932 No. 37428); for auction sales by concerns authorized to sell for collection, the rate 
is 1% (D. C. 3/22/32 No. 206). Grapes and fermented grape juices except the stalks and skins of the 
pressed juices (1.506%), Marsala wines (1.65°;) beer (3.50°7), crude resinous wood (3.75%), herb 
extracts, animals (3°, after July 5, 1932 in case of animals, a tax is applied by means of assessments), 
gas, electric ranges, etc., refrigerators (special tax)—tax is single and is payable after each exchange. 
In the case of liquors, the manufacturers for sale pay the 1° tax and the other sales are 
subject to the normal tax of 2.50%. 3* Discounts are obtained at the revenue office 4° Exem 
tions: Goods in transit. Such imports may be transported from one port to another us the trafhe 
may require, without payment of duties; customs deposits (imports stored in port), free deposits. 
The Institute of Temporary Imports (Istituto dell’ Importazione Temporanea) permits free of dut 
in the territory of customs duties imports of raw materials, etc. for specified manufacture, use and 
re-exportation within a fixed time (principal of which are: textile goods and materials, metals, waxes, 
seeds, etc.). Import taxes or duties paid on raw materials going into the manufacture of numerous 
other goods are made on their exportation, e.g., duties on raw cotton, waxes, wool, lubricants, salt, 
sugar, syrups, alcohol, etc. Deductions exist on tax on manufactures for spirits, wines, liquors, sugar 
and sugar products, beer, electric light bulbs, gunpowder, coffee substitutes, etc. Free admittance is 
allowed reimported Italian goods. ‘! Practically all duties are specific and are applied according 
to the weight of the imports, a few according to volume (beer, wines, etc.), taxed by unit: bottled 
wines and liquors, animals, etc., by measure (movie films); by surface (woolen rugs, printed tex- 
tiles, etc.). The weight used: Gross weight, legal net weight (gross weight diminished e a legally 
fixed table of deductions); net real weight (actual weight of merchandise). 42 Exempt both from 
import and export duties: Personal goods of the sovereigns, heads of governments, royal princes of 
ruling families, chiefs of mission, members of the diplomatic staff, furniture and fixtures of consular 
buildings. Exemptions from import duties: Personal effects of employees of the state returning home 
after serving the state abroad, baggage of tourists, scientific instruments, etc., donated to Italian 
scientific associations, public conveyances and postal cars in transit, effects and agricultural imple- 
ments, etc., introduced for use by farmers, food stuffs to be consumed by countries on the border, 
samples of no value, national merchandise recovered from shipwrecks, etc. ‘3 The customs also 
collect the surtares on imports, the maritime tax, the navigation taxes, and sales tar on Imports. “* Re- 
imbursements and deductions are allowed on manufactured products for export containing imported 
taxable materials. * Tax on alcohols other than ethyl is applied only when the alcohol is to be used 
for beverages against the (R. D. 11/6/1930 No. 1585) which forbids their use for beverages, medicines 
and perfumes. Exemptions: Spirits used in illumination, heating, motors and other industrial appli- 
cations and for scientific and sanitary uses so long as they are rendered unfit for use as beverage by 
the addition of specified substances. The regeneration of spirits having already paid the tax. Deduc- 
tions are allowed alcohol to be used in the manufacture of cognac and vinegar. ‘7 Exemptions: 
Waste products (less than 63°, pure) in the manufacture of sugar to be consumed as such Or to be 
used for distillation. Reduction: Crude sugars, the loss of which in refining exceeds 20%. ‘8 Exemp- 
tions: Consumables used for public-or-governmental illumination, electricity used for heating, for 
the railroads, and in manufacture. ** Exemptions: Glucose used in the manufacture of coffee 
substitutes, and in other industrial applications. 6° Exemptions: Oils used for medicinal purposes, 
and for certain industrial uses. 5! Exemptions: Powders and explosives for military use, fire works, 
industrial explosives used in agriculture, manufacture, etc. 3: Exemptions: Denatured acetic acid 
for industrial use. $3 Cultivation is entrusted to private individuals under the control of the state 
to whom the product must be sold. Sale to the public must be at auction, or by competition among 
grantees who are obliged to pay a yearly tax to the state. 54 For specified industries using salt, the 
salt is sold at no profit and at special prices for others. 58 The state pays the winners: (a) stake on 
a single number [estratto semplice}, 10.50 times the stakes; (b) staking on one number and the place 
it occupies in the drawing [estratto determinato}, 52.50 times stakes; (c) naming of 2 numbers of the 
53 drawn, 250 times stakes; (d) 3 numbers, 4250 times stakes; (e) staking on four numbers, 60,000 times 
stakes. Prize payable on tickets containing the numbers drawn. 
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Court Decisions 
(Continued from page 426) 


Goldstein, Elias and wife p. Com. (See Walker, H. C., Jr. z 
Com.) Dkts. 247, 248. Cert. denied, Oct. 9, 1933. 


Helvetia Milk Condensing Co., Inc.; U. S.v. U.S. did not 
have valid counterclaim such as would prevent recovery 
of tax overpayments. Dkt. 385. Cert. denied, Oct. 16, 1933. 

Highiand Milk Condensing Co.; U. S. v. U. S. did not 
have valid counterclaim such as would prevent recovery of 
tax overpayments. Dkt. 384. Cert. denied, Oct. 16, 1933. 

Hutchinson Coal Co.; Burnet v. That portion of the re- 
quired annual rent or royalty payment under a mining 
lease, which exceeds the amount of royalty on coal actually 
mined during the year, may be deducted by the lessee from 
gross income of the year of payment. Dkt. 252. Cert. 
denied, Oct. 9, 1933. 

Johnson, George W.v. U. S. Claim for refund may not 
be amended after formal rejection. Dkt. 423. Cert. de- 
nied, Oct. 23, 1933. 

Kasch, Ed. et al. v. Com. Partnership did not exist be- 
tween father and son where profits were invested in land 
taken in the name of the father. Dkt. 197. Cert. denied, 
Oct. 9, 1933. 

Lane, George Bliss; Corwin v. Under the 1928 Act, the 
basis for computing gain on real property is the value at 
the date of distribution to beneficiaries of a trust created 
by will, the remainder having been contingent. Dkt. 191. 
Cert. denied, Oct. 9, 1933. 

Marland, Ernest HH’. v. U. S. U.S. may constitutionally 
tax profit from sale of a lease on Oklahoma school land. 
Dkt. 299. Cert. denied, Oct. 9, 1933. 

Meredith Pub. Co. v. Com. The cost of obtaining new 
subscriptions to a magazine should be allocated between 
expense and capital. Dkt. 207. Cert. denied, Oct. 9, 1933. 

Mulqueen, Exrx. v. Com. Amounts paid to decedent’s 
estate by a lawyer, pursuant to an agreement to comvlete 
contracts of decedent with his clients and to pay over to 
the estate a portion of the fees, are income to the estate 
and not gifts. Dkt. 193. Cert. denied, Oct. 9, 1933. 

Mutual Life Ins. Co. of New York; Burnet v. Insurance 
company is entitled to a deduction on account of the seizure 
in 1917 of certain securities deposited by it with the Aus- 
trian Government as a premium reserve diminished by 
value of certain bonds placed at its disposal. Dkt. 382. 
Cert. denied, Oct. 16, 1933. 

National Park Bank of New York v. U. S. An action ina 
Federal court may not be maintained to recover taxes on 
the ground that the taxpayer is entitled to special assess- 
ment, where no allegation is made that Commissioner made 
a special assessment disclosing an overpayment. Dkt. 340. 
Cert. denied, Oct. 9, 1933. 

Neal et al., Trustees v. Com. Taxpayers are taxable as a 
corporation for 1924, where Commissioner’s ruling, made 
in 1920 to the effect that taxpayers were a nontaxable 
trust, was not specifically revoked until after the return 
for 1924 had been filed. Dkt. 411. Cert. denied, Oct. 16, 
1933. 

Norfolk Southern R. R.; Burnet v. (Similar to Chicago & 
N. W. Ry. Co.) Dkt. 391. Cert. denied, Oct. 16, 1933. 

Northern Trust Co. et al. (Bennett Est.) v. U. S. (Similar 
to Continental Ill. Bank & Tr. Co. v. U.S.) Dkt. 334. Cert. 
denied, Oct. 9, 1933. 

Pennsylvania Coal & Coke Corp. v. U. S. A waiver read- 
ing, “This waiver shall remain in full force and effect for 
a period of one year from five years after taxpayer’s 1918 
return was due to be filed,” referred to time for filing final 
return as extended and not to original due date. Dkt. 324. 
Cert. denied, Oct. 9, 1933. 

Pringle; Burnet v. (Similar to Brunson, etc.) Dkt. 282. 
Cert. denied, Oct. 9, 1933. 

Ramsey v: Com. Development costs of oil and gas lease, 
charged to operating expenses by taxpayer under Art. 225 
of Reg. 65, may not be later capitalized to determine basis 
of gain or loss on sale of property in 1926. Dkt. 397. Cert. 
denied, Oct. 16, 1933. 


Spinks Realty Co. v. Com. The depreciated capital invest- 


ment in an obsolete building, demolished because of loss 
of economic value, is not deductible by the lessor for the 
year of demolition but should be spread over the term of 
lease. Dkt. 110. Cert. denied, Oct. 9, 1933. 
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Stearns, Admr. v. Burnet. Basis for computing gain on 
property sold by taxpayer is not value at date distributed 
to him by Alien Property Custodian after holding it as q 
common-law trustee under the Trading With the Panne 
Act, but value at date of death of taxpayer’s testator. Dkt. 
381. Cert. denied, Oct. 16, 1933. 


Texas & Pacific Ry. Co. v. U.S. An overpayment for 1916 
resulting from failure to take adequate deductions may not 
be recovered, regardless of the statute of limitations, under 
Sec. 281 (c) ‘and 284 (c) of the 1924 and 1926 Acts, where 
no excess-profits tax is payable in a year subsequent to 
1916. Dkt. 392. Cert. denied, Oct. 16, 1933. 


United Business Corp. v. Com. Whether Sec. 220 of the 
1921 Act is not unconstitutional as being in contravention 
of the 10th amendment to the Constitution. Dkt. 108. Cert. 
denied, Oct. 9, 1933. 


Walker, H. C., Jr. v. Com. Income received under an 
agreement purporting to be a sale of an oil royalty interest 
was correctly reported in 1923 and 1924 on the installment 
basis. Depletion deduction denied. Dkt. 245. Cert. de- 
nied, Oct. 9, 1933. 

Walker, H. C., Jr. (Mrs.) v. Com. 
Dkt. 246. Cert. denied, Oct. 9, 1933. 


Weatherford, Crump & Co. v. Bass. Tax not recoverable 
where there is no evidence that tax was assessed after 
period as extended by waiver. Dkt. 220. Cert. denied, 
Oct. 9, 1933. 

Western Knitting Mills et al. v. U. S. Taxes assessed 
against a Michigan corporation and refunded by the Goy- 
ernment by check made in the name of an Illinois corpora- 
tion, successor to the Michigan corporation of the same 
name under a power of attorney contained in a bill of sale 
to collect pre-existing assets, are not recoverable by the 
Michigan corporation. Dkt. 151. Cert. denied, Oct. 9, 1933. 

Whitbeck, Receiver (L-W-F Engineering Co.); . U. 
Under Act of Mar. 13, 1875, as amended, interest on claim 
against U. S. allowed to March 3, 1933. Dkt. 383. Cert. 
denied, Oct. 16, 1933. 


White Motor Co.; U. S. v. Excise tax under 1924 and 
1926 Acts is not computed on the sale of a taxable product 
sold by the manufacturer to an affiliate at less than the 
market price but when payment is made by the ultimate 
purchaser under a conditional sales contract. Dkt. 395. 
Cert. denied, Oct. 16, 1933. 

Wiggins v. U, S. In computing statute of limitations 
against U. S., period begins to run from the day offense 
was committed, following day being first day of period. 
Motion to suppress evidence obtained by examining rec- 
ords without taxpayer’s consent, denied. Dkt. 287. Cert. 
denied, Oct. 9, 1933. 


(See Walker, H. C., Jr.) 


Appellate and Lower Courts 


Affiliated Corporations—Basis of Determining Taxable 
Net Income under the 1918 Act.—In determining consoli- 
dated net income for the calendar year 1918, the cost of 
goods on hand at the beginning of the taxable year may 
not be increased by the amount of profit on intercompany 
sales of such goods reported on separate income tax re- 
turns for 1917. This interpretation of the 1918 Act is not 
improper on the ground of double taxation or retroactive 
application. U.S. Circuit Court of Appeals, Third Circuit, 
in Aluminum Company of America, a Corporation v. United 
States of America. No. 5105. March term, 1933. Decision 
of lower court affirmed. 


Consolidated Returns.—Four affiliated corporations may 
file a consolidated return for 1927 though two of the cor- 
porations were affiliated in 1925 and 1926 and elected to 
file separate returns for those years. A new group was 
formed in 1927 with a new dominant parent company.— 
U. S. Circuit Court of Appeals, Third Circuit, in Marvel 
Equipment Company v. Commissioner of Internal Revenue. 
No. 5021. March term, 1933. Decision of Board of Tax 
Appeals, 26 BTA 515, reversed. 


Consolidated Returns—Losses.—Where a corporation in 
a consolidated return has claimed losses incurred by an 
affiliate in an amount greater than the total amount of its 
advances to such affiliate both before and after affiliation, it 
is not entitled to a deduction for the loss resulting from 
the liquidation of such subsidiary.—U. S. Circuit Court of 
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Appeals, Fourth Circuit, in Commissioner of Internal Reve- 
nue Vv. The Apartment Corporation. No. 3484. Decision of 
Board of Tax Appeals, 26 BTA 849, reversed. 


Fraudulent Income Tax Returns.—Question of fraud was 
properly put in issue before the Board, where the Com- 
missioner’s answer filed on August 22, 1927, to the petition 
before the Board was in accord with Rule 14 of the Board 
which then provided that the answer should fully advise 
the petitioner and the Board of the nature of the defense 
and should contain a specific admission or denial of each 
material allegation of fact contained in the petition, etc. 
It was not necessary for the Commissioner affirmatively 
to allege fraud in his answer, where it was obvious that 
the petitioner was well aware that fraudulent conduct on 
his part formed the basis of the Commissioner’s determi- 
nation, where his answer denied that he had erred in mak- 
ing the assessment and denied generally the material alle- 
gations of fact in the petition, and where the petitioner did 
not expres$ly allege the absence of fraud. “It may be added 
in passing that the point under discussion is purely formal 
and technical, because the Commissioner offered evidence 
which fully established fraudulent conduct on the part of 
the petitioner in connection with his tax return, and the 
petitioner offered no evidence on his behalf to the contrary.” 


Deficiencies for 1917, 1918 and 1919 were not barred by 
the statute of limitations when jeopardy assessment was 
made in 1924, where no excess profits tax return was filed 
for 1917, and the income tax returns for 1917, 1918 and 
1919 were found by the Board, on proper evidence, to 
have been false and fraudulent, so that assessment could 
be made at any time. 


Petitioner’s contention that a settlement agreement and 
compromise for 1917-1919 had been entered into in 1923 
is not supported by the evidence, including evidence that 
the copy of the supposed compromise offer showed on its 
face that the form had not been printed until August, 1924. 


Acquittal as to 1917, 1918, and 1919 upon an indictment 
charging willful attempts to defeat and evade tax in those 
years does not here bar imposition of fraud penalties for 
those years, under the doctrine of res judicata. The crimi- 
nal charges as to 1917, 1918, and 1919 related only to 
amended returns filed after examination of the petitioner’s 
books in 1923, but the issue here involved, of fraud in the 
original returns, is wholly distinct. 


Fraud penalty for 1921 under Section 250 (b) of the 1921 
Act is not barred because of petitioner’s conviction for 
filing a fraudulent return for that year, as section 250 (b) 
specifically provides that such penalty is “in addition to 
other penalties provided by law for false or fraudulent 
returns.”’—U. S. Circuit Court of Appeals, Fourth Circuit, 
in John R. Hanby v. Commissioner of Internal Revenue. No. 


3491. Decision of Board of Tax Appeals, 26 BTA 670, 
affirmed. 


Income from a Lease Executed by a State for the Support 
of Public Schools—Tax Liability— Proceeds of sale of oil 
taken from lands leased from the State of Montana are 
taxable, being a profit upon the sale of a capital investment 
at a price above cost. The taxpayer sold its interest for 
cash and oil proceeds, title having passed to the purchaser. 
The oil proceeds as received are not exempt as income 
received under a lease executed by a state for the support 
of public schools.—U. S. District Court, District of Mon- 
tana, in Rice Oil Company, a Corporation v. United States-of 
America. No. 973. 


Insurance Companies—Deductions from Gross Income. 
—Depreciation deductions are held to be allowable by a 
mutual life insurance company for 1925 to 1927 as to furni- 
ture and fixtures used in the investment department of its 
business but not as to such property used in the under- 
writing department. Inasmuch as that part of the statute 
which imposes a tax on life insurance companies limits 
taxable income to investment income, it is logical that 
deductions for depreciation should be limited to property 
used in earning such income. 

Section 245 of the 1926 Act was not unconstitutional in 
requiring that if deductions by a life insurance company for 
depreciation, taxes, and interest with respect to a building 
owned and occupied in whole or in part by it were claimed, 
it should report as income the rental value of the space so 
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occupied in a sum not less than at a certain rate. ‘“Con- 
gress * * * apparently concluded that the taxpayer was 
to be given an option. It could eliminate the deductions 
here claimed altogether and thereby avoid any inclusion 
of rental charges for space occupied, or it could make the 
deductions here asserted, provided a rental charge was 
included in the gross income. The requirement that the 
rental (in case deductions were taken) should equal four 
per cent. on the value of the property was a limitation on 
the taxpayer’s option, but it did not change the fact that 
the question presented is not one of income but one of 
deductions, the soundness or fairness of which, we as- 
sume, was fully considered when the act was passed.” 


Where the petitioner during 1905 to 1909 issued deferred- 
dividend life insurance policies obligating it to pay the 
principal sum of each policy, and in addition thereto the 
policy’s full share of the surplus profits, there was a debt, 
and the amounts paid to its policyholders by the taxpayer, 
on a cash basis, in 1925 to 1927, at the end of the tontine 
period, which were computed upon such a debt at 3% per 
cent interest compounded annually were deductible as “in- 
terest paid * * * on its indebtedness,’ within the 
meaning of Section 245(a)(8) of the 1926 Act—U. S. Cir- 
cuit Court of Appeals, Seventh Circuit, in Commissioner of 
Internal Revenue v. Lafayette Life Insurance Company. La- 
fayette Life Insurance Company v. Commissioner of Internal 
Revenue. Nos. 4993, 4999. Board of Tax Appeals decision, 
26 BTA 946, reversed on all issues. 


Section 245(b) of the Revenue Act of 1926, correspond- 
ing to Section 203(b) of the Revenue Act of 1928, is not 
unconstitutional in requiring the reporting of rental value 
of home office space occupied by a life insurance company 
as a prerequisite to the deduction of depreciation, upkeep, 
etc., of the building which it occupies. 

Depreciation on furniture an& fixtures used in the under- 
writing department of a life insurance company is not 
deductible. U. S. Circuit Court of Appeals, Seventh Cir- 
cuit, in Commissioner of Internal Revenue v. Rockford Life 
Insurance Company. No. 5020. Oct. term, 1933, Oct. ses- 
sion, 1933. Board of Tax Appeals memorandum opinion 
reversed. 


Lease Purchase Price—Treatment of Unamortized Por- 
tion upon Purchase of Fee Simple Title to Leased Prop- 
erty.— Where, in 1927, taxpayer purchased a lease for some 
nine years, and in September, 1928, purchased the fee sim- 
ple title to the building covered by the lease, the unamor- 
tized portion of the purchase price of the lease was not 
deductible but was required to be capitalized.—U. S. Dis- 
trict Court in A. Herzberg v. A. C. Alexander, Collector of 
Internal Revenue. No. 4791 Law. 


Minimum Royalty Payments Made by Lessee—Deducti- 
ble as Ordinary and Necessary Business Expenses.— Entire 
payments in 1918 and 1920 for minimum royalties as to 
coal lands under a lease known as the “Fuller lease” are 
held deductible as ordinary and necessary business ex- 
penses. This lease was for a term of ten years, and at 
the end of the period the lands and coal remaining unmined 
were to be conveyed to the taxpayer for a sum to be com- 
puted. Any payments made during the term of the lease 
exceeding the value of the minimum quantity of coal to be 
paid for annually under the lease were to be credited at 
the end of the term on the purchase price of the remain- 
ing coal lands, as were any payments exceeding the value 
of the coal actually mined. In 1918 and i920 the taxpayer 
did not remove coal equal to the minimum quantity but 
did pay the minimum amount of royalties for each year. 
Here there was a true lease calling for a certain minimum 
royalty payment annually. Therefore the excess of the 
minimum royalties over the value of the coal mined did 
not represent a capital expenditure, as contended by the 
Government. 


Under a lease known as the “Thaw lease” minimum roy- 
alties were likewise provided for but if the minimum pro- 
duction was not mined in any year, the difference between 
that and the quantity mined might be applied in any subse- 
quent year when actual production exceeded the minimum 
tonnage required. In 1918 and 1920 the taxpayer paid the 
minimum royalties but failed to mine the minimum quan- 
tity of coal. It is held that the entire amounts of royalties 
paid in those years were deductible—U. S. Circuit Court 
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of Appeals, Third Circuit, in Commissioner of Internal Reve- 
nue v. Jamison Coal & Coke Company. Jamison Coal & Coke 
Company v. Commissioner of Internal Revenue. Nos. 5047- 
5050. March term, 1933.. Reversing as to the “Fuller 
lease” and affirming as to the “Thaw lease” Board of Tax 
Appeals decision, 24 BTA 554. 


Mutual Insurance Companies Exempt from Income Tax 
—Effect of Return to Policyholders of Premium Deposits 
Not Needed for Insurance Reserve.—Return to its policy- 
holders, by a mutual fire insurance company writing only 
perpetual policies, of such portion of its premium deposits 
or the increment thereof as is not needed for insurance 
reserve is not a use of its income which will deny the 
exemption from the payment of income taxes provided by 
Section 231(11) of the Revenue Act of 1926.—U. S. District 
Court, Eastern Dist. of Penn., in The Philadelphia Contri- 
butionship for the Insurance of Houses from Loss by Fire 2 
Joseph S. McLaughlin, Collector of Internal Revenue. No. 
15990, June term, 1930. 


Partnership Income of a Decedent.—Where the Board 
rendered an opinion on August 9, 1932, properly captioned 
with the name of the petitioner as administrator, and on 
the following day entered an order for a deficiency which 
was captioned in the petitioner’s name individually without 
describing him as administrator, the order determining 
the deficiency was not defective and constituted a final 
order on that date and an appeal having been taken more 
than three months thereafter is dismissed as not being 
filed on time. 


Though dismissing the appeal, the Court sustains the 
decision of the Board that the gross income of a person 
who died during the year should include his share of part- 
nership income to the date of his death where both dece- 
dent and the partnership were on a calendar year basis.— 
U. S. Circuit Court of Appeals, Fourth Circuit, in Beverly 
W. Smith, Administrator of the Estate of Richard H. Lynch 
v. Commissioner of Internal Revenue. No. 3494. Board of 
Tax Appeals decision, 26 BTA 778, affirmed in effect with 
respect to the second issue. 


Petition for Review of Order by Board of Tax Appeals 
Carrying Out an Appellate Court Mandate—Time Limit 
for Filing Petition—Where a former decision of the Cir- 
cuit Court of Appeals did not grant a rehearing but merely 
remanded the case for further proceedings in accordance 
with the Court’s opinion and nothing remained for the 
3oard to do but make the necessary calculations and enter 
the order, the time allowed for filing a petition to review 
such order was limited to 30 days under Sec. 1005 of the 
1926 Act. 


While dismissing the appeal, the court in effect affirms 
the finding of the Board relating to the deduction of certain 
estimated trade discounts. —U. S. Circuit Court of Ap- 
peals, Fourth Circuit in Virginia Lincoln Furniture Corpora- 
tion v. Commissioner of Internal Revenue. No. 3483. 


Recovery of Taxes—Denial of, Where Grounds for Re- 
covery Are Inconsistent.—Recovery as to 1919 taxes is 
denied where the ground for recovery in the claim for re- 
fund argued before the Commissioner is different from 
the ground pressed in the recovery action. The court may 
not be asked to speculate as to what the Commissioner 
might have discovered in connection with the audit.—U. S. 
Circuit Court of Appeals, Seventh Circuit, in Continental- 
Illinois National Bank and Trust Company of Chicago (for- 
merly Illinois Bank and Trust Company, formerly Illinois 
Merchants Trust Company), as Trustee of Accumulations for 
the Estate of Suzanne M. Anderson and as Trustee of Accu- 
mulations for the Estate of Wendell W. Anderson v. The 
United States of America. No. 4888. October term, 1933, 
Oct. session, 1933. Decision of lower court affirmed. 


Recovery of Taxes—Statute of Limitations.—Action for 
recovery of 1918 income and excess-profits taxes, brought 
on September 3, 1929, was barred because brought more 
than five years after payment of the taxes and more than 
two years after disallowance of the claim to which the 
action relates. The time for bringing suit begins to run 
from the date of schedule of the rejection, where the re- 
jection is officially scheduled, and it is immaterial that no 
notice of rejection was received after such scheduling, no- 
tice having been sent before the rejection was scheduled, 
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that the claim “will be rejected.” It is further held that 
a second claim filed in June, 1927, and rejected on Septem- 
ber 8, 1927, did not save the situation because the second 
claim was substantially the same as the first, following 
B. Altman & Co. v. U. S., 40 Fed. (2d) 781.—U. S. District 
Court, Dist. of Mass., in Pacific Mills, a Corporation v. Mal- 
colm E. Nichols, Former Collector of Internal Revenue. Law 
No. 4622. 


Refund of Taxes Paid Under Duress After Date When 
Bar of Statute of Limitations Became Effective.—Collec- 
tion of additional 1917 income and excess-profits taxes was 
barred after April 1, 1924, where the statutory period for 
assessment and collection as extended by waivers expired 
on that date. Payments of such taxes after that . 
made under duress, are refundable to the plaintiff—U. § 
District Court, No. Dist. of Til... East... Div.,. in Calumet 
Steel Company v. United States of America. No. 38,564. 


Suits to Recover Taxes—Statute of Limitation.—Suit to 
recover an admitted overpayment for 1917 credited against 
alleged additional taxes for 1909 to 1916, is filed too late 
where filed more than five years after payment of the tax, 
and more than two years after the disallowance of the 
refund claimed by the Commissioner. The crediting by 
the Commissioner on July 27, 1923, of the claimed over- 
payment against the additional tax for other years was the 
disallowance of a refund which started the two-year period 
for bringing suit—U. S. District Court, No. Dist. of III, 
East. Div., in John F. Jelke Company, a Corporation v. 
Julius F. Smietanka as former Collector of Internal Revenue 
of the United States of America. No. 39066. 


Recovery is denied of an overpayment of 1920 taxes 
determined by the Board of Tax Appeals, for the reason 
that claim was not filed, nor was the appeal to the Board 
filed within four years after payment of the tax as required 
by Section 284(e) of the 1926 Act, as amended.—wU. S. 
District Court, No. Dist. of Ill, East. Div., in Western 
Wheeled Scraper Company, a Corporation v. The United 
States of America. No. 40,064. 


Trust Distinguished from an Association.—Family trust, 
engaged in the business of publishing a legal periodical, is 
not an association taxable as a corporation, within the 
meaning of Section 701 of the 1928 Act, where complete 
control is exercised by one member of the family as trus- 
tee, and there is a total absence of quasi-corporate organi- 
zation or form.—uU. S. District Court, East. Dist. of Penn., 
in Howard VW’. Page v. Joseph S. McLaughlin, Collector of 
Internal Revenue. No. 16580. Dec. term, 1931. 


Whiskey Made by Junk Dealers and Held More Than 
Two Years—Tax Rate on Profit.—Profit realized in 1928 
by a partnership consisting of the petitioner and another 
upon the sale of whiskey previously manufactured under 
permit was taxable as ordinary income and not at the 
12% per cent capital net gain rate. The partnership was 
engaged in the scrap iron business. In 1919, the partners 
acquired distillery properties, and the whiskey in question 
was made at one of these plants in 1920 and 1921 and 
stored until sale in 1928. The partners are therefore held 
to have been in the distilling business as well as the scrap 
iron business, and the provisions of Section 101 (c) (8) of 
the 1928 Act excluding from capital assets property prop- 
erly to be included in an inventory are held to apply.— 
U. S. Circuit Court of Appeals, Fourth Circuit, in John D. 
Rooney v. Commissioner of Internal Revenue. No. 3492. 
Board of Tax Appeals decision, 26 BTA 1213, affirmed. 


Rulings of the Bureau of Internal Revenue 
Federal Income and Estate Taxes 


Associations—Exemption from Corporation Income Tax. 
—The M Marketing Association was formed without capital 
stock for the purpose of establishing and operating a 
farmers’ market place for members for which rent 1s 
charged. The association is organized and operated on a 
cooperative basis. In instances where it markets products 
for producers a commission is charged. Its income is from 
booth rent, commissions, and fees, and is used to meet 
operating expenses. It is held that the organization is 
entitled to exemption under Section 103 (12) of the Revenue 
Act of 1932.—I. T. 2720, XII-40-6428 (p. 2). 
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Compensation of Teachers of a University Paid in Part 
Out of State Funds—Tax Liability—Compensation of 
yocational teachers’ training staff in a university which 
is paid in part out of Government funds under the Smith- 
Hughes Act of Feb. 23, 1917, is taxable because the teachers 
are not State employees.—G. C. M. 12137, XII-40-6429 
(p. 3): 


Consolidated Returns.—Where a group of corporations is 
affliated within the meaning of Section 141 (d) of the 
Revenue Act of 1932 and the common parent company is 
in the hands of a trustee in bankruptcy, who is operating 
the property or business of the company and is, therefore, 
required to make returns for the corporation under Section 
52 (a) of that Act, a consolidated return may be made by 
such trustee on behalf of the parent company and its sub- 
sidiaries, provided the requirements of Regulations 78 
governing the making of consolidated returns are met.— 
G. C. M. 12207, X 11-41-6442 (p. 3). 


Depletion of Oil Lands (Revenue Acts of 1918 and 1921). 
—I. T. 1920 (C. B. III-1, 188) holding in part that— 

In a case where an original lessee completely relinquishes his lease 
and a third person enters into a new agreement with the fee owner to 
which the original lessee is not in any sense of the word a party, it is 
not believed that such original lessee would be entitled to depletion: if 
by a collateral agreement with the new lessee he received as considera- 
tion for relinquishing his lease an amount based on the oil thereafter 
recovered— 
is modified in so far as it is inconsistent with the decision 
of the United States Supreme Court in Palmer v. Bender 
(287 U. S., 551, Ct. D. 641, Bulletin XII-11, 6). [In the 
cited decision it was held that lessees as assignors of inter- 
ests in oil lands are entitled to depletion .deduction.]— 
I. T. 2722, XII-41-6443 (p. 8). 
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Federal Estate Tax.—A bequest made by a decedent to 
trustees with direction to deliver the bequest to a corpora- 
tion to be organized for charitable, etc., purposes, is not de- 
ductible from the gross estate.—E. T. 3, X 11-39-6417 (p. 9). 


Losses.—No part of the increased price, which the tax- 
payer paid for surface land and improvements in order to 
avoid litigation arising out of damage thereto caused by 
the taxpayer’s coal mining operations, is deductible as an 
expense for the year 1930. Until there has been a sale or 
other disposition of the property it can not be determined 
whether a loss has actually been sustained.—G. C. M. 12151, 
X 11-40-6430 (p. 5). 


Miscellaneous Taxes 


Beer Tax.—A fermented malt liquor dealer removing his 
business to a location other than that specified in his special 
tax stamp must either register the change of location or pay 
another tax.—S. T. 707, X 11-41-6448 (p. 27). 


Capital Stock Tax (Sec. 215, Nat. Indus. Recovery Act). 
—Corporations in the hands of receivers and banks in the 
hands of conservators are not liable for capital stock tax. 
—S. T. 702, XII-39-6422 (p. 18). 

Mere investments of funds in stocks and securities in 
the United States by a foreign corporation do not con- 
stitute “carrying on or doing business” in the United States. 
—S. T. 706, XII-41-6447 (p. 15). 

Dividend Tax.—Corporation paying dividends on stock 
actually owned by domestic corporation, may, if authorized 
to do so, execute Form 1043A, exemption certificate, as 
agent for the domestic corporation actual owner of the 
stock.—Summary from a letter dated Sept.. 8, 1933, ad- 
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dressed to Collector of Internal Revenue, San Francisco, 
Calif., and signed by Chas. T. Russell, Deputy Commis- 
sioner, I1.T.:E:RR-WTL. 


Electrical Energy Tax.—Where bills rendered after Sep- 
tember 1, 1933, include energy furnished both before and 
after that date, the tax on energy so furnished should be 
computed on a pro rata basis for the number of days 
covered by each taxable period. In other words, if a meter 
is read on September 10, 1933, and the bill rendered includes 
energy furnished from August 10 to September 10, the con- 
sumer will be liable under the old law for the tax on 21/31 
of the amount paid for the energy furnished, and the 
vendor, pursuant to the provisions of the Act of June 16, 
1933, will be liable for the tax on 10/31 of the amount 
charged for energy sold by it and included in the bill. 

It will be necessary for the company to keep the same 
evidence and records after September 1, 1933, as it was re- 
quired to keep prior to that date in order to determine tax 
liability —S. T. 701, XII-39-6418 (p. 11). 

The tax attaches at the time the consumer is billed for 
electrical energy, irrespective of whether amount due is 
collectible —S. T. 708, X 11-43-6468 (p. 14). 


Excess Profits Tax (Sec. 216, Nat. Indus. Recovery Act). 
—Dividends received by corporations, allowed as deduction 
in computing net income, are not subject to excess profits 
tax.—I. T. 2719, XI1-39- 6421 (p. 18). 

“The term ‘net income’ as used in Section 216 of the Na- 
tional Industrial Recovery Act has the same meaning as it 
has as used in the Revenue Act of 1932. As defined in Sec- 
tion 21 of the Revenue Act of 1932 the net income means 
the gross income determined or computed under Section 
22 less the deductions allowed under Section 23 although 
it is necessary in that connection to take into account 
the fact that certain portions of Section 23 as origi- 
nally incorporated in the Revenue Act of 1932 were 
repealed by section 218 of the National Industrial Re- 
covery Act. Interest received on obligations of a State or 
political subdivision thereof including interest received on 
municipal bonds is wholly exempt for income tax purposes 
under Section 22 and such interest is therefore exempt and 
not to be included in the net income of a corporation for 
the purpose of the excess-profits tax. The foregoing is also 
applicable to interest received on obligations a the posses- 
sions of the United States as well as obligations of the 
United States issued on or before September 1, 1917.”— 
Quoted from a Bureau of Internal Revenue “release” dated 
September 29, 1933. 

As interest on obligations of the United States is ex- 
cluded from the net income of a corporation for income 
tax purposes under the Revenue Act of 1932, it must also 
be excluded from net income for excess profits tax pur- 
poses under Section 216 of the National Industrial Re- 
covery Act.—G. C. M. 12357, XI1-41-6452 (p. 15). 

Collectors given authority to grant extensions of time 
for filing returns. Requests for extension of time for fiscal 
year ended July 31, 1933, granted to November 15 without 
requiring tentative return and payment of one-fourth of the 
estimated tax.—I. T. Mim. Coll. No. 4079, R. A, No. 683. 

Where a taxpayer has elected to report its entire profits 
from long-term contracts in the year in which such con- 
tracts are completed, the profits derived by it in the year 
of completion must be included in net income for that year 
and will be subject to the excess profits tax provisions of 
Section 216 of the National Industrial Recovery Act, as 
well as the income tax provisions of Section 13 of the Reve- 
nue Act of 1932.—I. T. 2724, X 11-42-6459 (p. 12). 

Manufacturers’ Excise Tax on Sales.—The processing tax 
on cotton included in the price for which tire covers are sold 
may not be excluded in computing the manufacturers’ ex- 
cise -_ on the sale of such articles.—S. T. 703, X 11-40-6433 
(p. 15). 

Stamp Tax on Passage Tickets—Where a return or a 
round the world ticket is sold abroad without coftaining 
data for passage from the United States, the entry of such 
data in this country constitutes the issuance of a passage 
ticket in the United States—S. T. 705, XII-41-6446 (p. 14). 

Tax on Transfers to Avoid Income Tax.—‘All transfer 
agents through whom any transfers described in Section 
901 of the Revenue Act of 1932 are made should imme- 
diately report such transfers to the Commissioner of In- 
ternal Revenue, Sorting Section, Washington, D. C., a 
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statement being furnished with respect to each transfer 
showing the name and address of the transferor and of the 
transferee, a description of the stock or securities and 
quantity or number transferred, and the date of transfer. 
These statements should be submitted in the form of a 
letter since no printed form will be prepared for the 
purpose.”—IT-Mim. Coll. No. 4081, R. A. No. 684. 


Significant Decisions of the Board of 
Tax Appeals 


Capital Net Gain.—Capital net gain derived in 1928 from 
the sale of capital assets may not be returned partly at the 
12\%4% rate, and the rest at the ordinary rate. “* * * if 
a taxpayer elects to have the tax computed under section 
101 [of the 1928 Act], he is bound by all the provisions 
thereof. * * * The tax computed under section 101(a) 
is the sum of the tax computed upon the basis of the 
‘ordinary net income’ under sections 11 and 12 of the Act 
‘plus 12% per centum of the capital net gain.’ Subsection 
(c) (7) of section 101 defines ‘ordinary net income’ and ex- 
cludes therefrom ‘all items of capital gain, capital loss and 
capital deductions.’ Hence, the tax on ordinary net income 
is not properly computed under this section when any 
capital gain is included in ordinary net income.”—Amelia 
M. Staff v. Commissioner ; Charles Staff v. Commissioner, Dec. 
8251 [CCH]; Docket Nos. 55601, 55602. 


Consolidated Returns.—Domestic corporation not an in- 
surance company may not file a consolidated return with 
a fire insurance company for 1928, even though domestic 
corporations are taxable at 12 per cent on their net income 
under section 13 of the 1928 Act, and fire insurance compa- 
nies are also taxable at that rate under section 204. How- 
ever, the Board states, “The taxing statute placed insurance 
companies in a class by themselves for the purpose of the 
computation of net income.”—American Exchange Securi- 
Oe v. Commissioner, Dec. 8234 [CCH]; Docket No. 


Exchange by a Corporation of Unissued Preferred Stock 
for Outstanding Common Stock—Tax Liability —A corpo- 
ration offered to exchange preferred stock, previously au- 
thorized but then unissued, for outstanding common stock. 
A part of the common stock outstanding was exchanged 
in accordance with the offer. Such exchanges effected a 
recapitalization of the company constituting a statutory 
reorganization and are transactions upon which gain or 
loss is not to be recognized.—H. E. Muchnic, Administrator, 
Estate of Clive Hastings v. Commissioner, Dec. 8258 [CCH]; 


_ Docket Nos. 63789, 63790. McMahon dissents. 


Losses—Payments Made in Compromise of Liabilities 
Under Contracts of Guaranty and Endorsement.—Peti- 
tioner was sole stockholder of a corporation which in 
1924 became insolvent and went into the hands of a 
creditors’ committee, with a large aggregate indebtedness 
of which petitioner was either guarantor or endorser to 
the extent of $655,695.14. Petitioner transferred all his 
stock to the creditor’s committee to be held by it under a 
voting trust agreement, and the creditors took charge 
of the corporation, retaining petitioner as manager. The 
debts of the corporation were compromised and settled 
by the corporation and the liabilities of petitioner as en- 
dorser and guarantor were compromised by payments 
aggregating $98,500, made by him in 1925, 1926, and 1927 
out of his own personal funds, resulting in the reha- 
bilitation of the corporation and the restoration of value 
to petitioner’s stock, which was returned to him free and 
unencumbered in 1927. Soon thereafter a reorgani- 
zation took place which was apparently profitable to 
petitioner. Petitioner has not shown deductible losses 
growing out of the transactions. John P. Dillon,9 BTA 177, 
distinguished.—Jeremiah G. Menihan v. Commissioner, Dec. 
8260 [CCH]; Docket No. 47865. 


Trammel, Arundell, Seawell and Adams. dissent without 
written opinion. 

Losses—Surrender of Stock.—The petitioner did not sus- 
tain a deductible loss upon the surrender to a corporation 
of a pro rata part of the preferred stock of the corporation 
for the purpose of cancellation and the removal of an 
operating deficit—Bedrock Petroleum Company v. Commis- 
stoner, Dec. 8250 [CCH]; Docket No. 54275, 
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Short Sales of Stock—Tax Status of Charges Made by 
Brokers.—Petitioners who, dealing through brokers, sold 
stock “short” may not deduct from their income tax re- 
turns as ordinary and necessary expenses charges made to 
their accounts in 1927 by the brokers for dividends paid 
by such brokers on the stock that was “short.” Such 
charges should be added to the cost of the stock when 
the “short” sale becomes a completed transaction by the 
purchase of the stock sold “short.” The amount paid by 
the short seller on account of dividends paid during the 
time the short sale is uncompleted is an obligation as- 
sumed incident to the acquisition and transmittal of the 
legal title to the stock delivered to the purchaser under 
the short sale. The amount being paid for this purpose 
we think is just as much a part of the cost basis to be 
used in determining the profit or loss from the short sale 
when completed as the expenditure made in the covering 
purchase.” J. A. Dart v. Commissioner; Mrs. J. A. Dart 2 

Commissioner, Dec. 8252 [CCH]; Docket Nos. 56704, 56708. 


Statute of Limitations—Jurisdiction of the Board.— 
1. Where the deficiency notice was addressed to the orig- 
inal taxpayer, a corporation dissolved as the result of its 
consolidation with other corporations under the laws of 
the State of New York, and an appeal was filed by the 
successor consolidated corporation, held, that the Board 
has jurisdiction. Bowman Hotel Corp., [Dec. 7341], 24 
B. T. A. F993. 

2. Where the respondent mailed a deficiency notice to 
the taxpayer on December 5, 1925, and thereafter with- 
drew the notice in order to give consideration to the tax- 
payer’s request for special assessment of its profits tax, 
and, upon denial of the request, mailed a second and final 
deficiency notice covering the same year on September 
29, 1926, from which appeal was timely taken, held, that 
the Board has jurisdiction thereof. 

3. Where the statutory period for assessment and/or 
collection, as extended by waiver, expired prior to June 

2, 1924, waivers subsequently executed held to have revived 
the barred deficiencies, on authority of McDonnell v. United 
States, 288 U. S. 420. 

4. Petitioner’s claim for increased invested capital and 
depreciation disallowed for lack of evidence to show error 
in respondent’s determination—JSkaneateles Paper Com- 
pany v. Commissioner, Dec. 8256 [CCH]; Docket No. 21561. 

Murdock dissents without written opinion. 





The National Tax Association Conference 


(Continued from page 419) 
ing in this field, and to report its recommendations and 
findings on the general subject at the next conference. 
Coe ace Oe we ae ee Se ae ve 


RESOLVED, That the committee appointed to study 
and report on the control of public expenditures be con- 
tinued and that the President and Secretary of the Na- 
tional Tax Association, in consultation with the chairman 
of the committee, be authorized to invite the cooperation 
of other agencies which may be working along similar 
lines; and be it further 


RESOLVED, That the executive committee of the Na- 
tional Tax Association be authorized to solicit contribu- 
tions for the support of the investigations to be undertaken 
by the committee on the control of public expenditures 
and for defraying the necessary travel expenses of. the 
committee members in attending duly called meetings of 
the committee. 

SS a a ee ee ee ee one 


RESOLVED, That the report of the Committee on 
Motor Vehicle Taxation presented to this conference be 
received, and that the National Tax Association be re- 
quested to continue this committee for further study and 
investigation, with instructions to report the results there- 
of to the next conference. 

ok * ok * * * * * * * * * * 


RESOLVED, That this conference request the National 
Tax Association to continue the committee on Delinquent 
Taxes, and that the conference record its appreciation of 
the painstaking work of this committee as reflected in 
the presentation of its second report, which is hereby received. 
SS ae TR SL ae “ae aa eee 
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RESOLVED, That the subject of Federal and State 
Sales Taxes be referred to the committee on fiscal relation- 
ships of the Federal and State Governments when ap- 
pointed, with instructions that a study be made of the 
subject and a report made at the next annual conference 
of this association. 


RESOLVED, That the Secretary of the National Tax 
Association be requested to transmit to the taxing authori- 
ties of the States copies of such measures tending to pro- 
mote Uniformity and Reciprocity in State Taxation as 
have been or may be endorsed by this association. 

a on a a a a er er a ae ae 


WHEREAS, The report of the committee of the Na- 
tional Tax Association to review the plan proposed by 
a former committee on a Plan of a Model System of State 
and Local Taxation indicates incomplete investigation of 
several phases of this broad field for lack of time, there- 
fore, be it 


RESOLVED, That the conference express its high ap- 
preciation of the labors of this committee and of the 
valuable contribution it has made in its report to this 
conference, 


RESOLVED, Further, That the Executive Committee 
of the National Tax Association be requested to consider 
the suggestions of this report for further investigation of 
these incompleted subjects, preferably by a continuation 
of this committee for another year, or by the appointment 
of special committees for this purpose. 

ek es eS ek ce Se Ue ke Re Ee 


RESOLVED, That this conference hereby approves of 
the recommendation of the committee on Uniformity and 
Reciprocity in State Taxing Legislation as to the alloca- 
tion of net income among the income taxing states, as 
set forth in the final report of said committee presented 
to this conference. 
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Limitations of Uniformity Provisions of State 
Constitutions Upon Income Tax Legislation 
(Continued from page 422) 


and not a tax on the products or merchandise sold, 
and, therefore, not a direct tax. In Patton v. Brady * 
a tax upon tobacco, however prepared, manufactured 
or sold, was held not a direct tax but an excise tax, 
“not.a tax upon property as such, but upon certain 
kinds of property, having reference to their origin 
and intended use.” Also, in Spreckles Sugar Refining 
Co. v. McClain’ the special excise tax imposed on 
sugar refining by the act of 1898, and measured by 
the gross annual receipts in excess of a named sum, 
was held to be not a direct tax. “Clearly,” the court 
said, “the tax is not imposed upon the gross annual 
receipts as property, but only in respect of the carry- 
ing on or doing the business of refining sugar. It 
cannot be otherwise regarded because of the fact 
that the amount of the tax is measured by the 
amount of the gross annual receipts.” 


The Corporation Excise Tax of 1909 which im- 
posed a tax on the net incomes of corporations, at 
first thought, has the appearance of not being in 
accord with the decision in the Pollock case. The 
court upheld the tax in Flint v. Stone Tracey Co.” 
declaring, “It is a tax upon the doing of business 
with the advantages which inhere in the peculiarities 
of corporate or joint stock organization of the char- 
acter described.” In view of the peculiar nature of 
the corporation, the opinion of the court does not 
seem contradictory to the Pollock decision. 

This brief review of the judicial interpretation 
of the “direct tax” clause in the Federal Constitution 
affords no clear cut answer to the problem whether 
taxes on income are direct taxes, and, therefore, 
taxes on property. Previous to the Pollock case there 
was rather general agreement that direct taxes were 
only capitation and land taxes. But in the Pollock 
case the court held, in the first hearing, that a tax 
on the income from land is a direct tax. In the sec- 
ond hearing a like opinion was expressed with respect 
to taxes on income other than from land. The Pol- 
lock decision was somewhat weakened from the view- 
point of stare decisis since the rehearing resulted in 
a five to four decision. Moreover, the force of this 
decision has been further weakened by subsequent 
cases in which taxes on the transfer or receipts from 
the sale of property have been held not to be prop- 
erty taxes. 
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Are Unlawful Collections from Transferees 
of “Original Taxpayers’’ Recoverable ? 
(Continued from page 411) 


1928 Act) that its transferor, in 1922, had filed an 
abatement claim in respect of imposed taxes (under 
the 1917 Act) validly assessed in 1922 against that 
original taxpayer. In the latter case, it is believed, 
the Government should have been estopped to deny 
that it had, in 1927, finally and conclusively elected 
to treat the “assessed transferee” as a new, different 
and subsequent “statutory taxpayer” of its own (1926 
Act) tax (the collection of which, under Section 
279(k) of the said 1926 Act, could neither in fact nor 
at law be “stayed” by the filing of a “statutorily 
prohibited abatement claim”). 


“What Tax Assessment Was Paid?” 


I. Unassessed Transferees.—In cases involving “un- 
assessed transferees,” in general, the tax assessment 
paid is “another's” (the transferor’s). If the pay- 
ment was, in legal effect, “voluntary,” it cannot be 
recovered by its “unassessed payer,” the transferee,”* 
even if Section 611 of the 1928 Act had never been 
enacted. If payment was made as the result of du- 
ress and coercion (e.g. after actual subjection of the 
transferee’s property to levy and/or sale by process 
of distraint), the refundability of such “compulsory 
payment” is governed by the same rules of law 
which would be applicable had its transferor paid its 
own tax liability. 

II. Assessed Transferees.—In such cases, the tax 
assessment paid is “its own”—in view of the “doc- 
trine of election of remedies” applicable thereto. If 
the assessment (and/or collection thereof) was ille- 
gal (1.e. without actual authority of law), it may be 
duly recovered by the “assessed transferees.”** Such 
paid assessment, whether void or valid, cannot even 
physically come within the prohibitory scope of Sec- 
tion 611 of the 1928 Act; otherwise, the rules of law 
stated in the first paragraph of this article are gen- 
erally applicable to this line of “assessed transferee” 
cases. 


In conclusion, it is also manifest that any “illegal 
(void) tax assessment,” if paid, imposed directly on 
an “assessed (Sec. 280) transferee” may be duly re- 
covered by such (Sec. 274) “statutory taxpayer” 
because: (1) no section of any revenue act enacted 
to date (e.g. Sec. 280 of the 1926 Act) provides for 
the imposition of an “extinguished tax liability” ; (2) 
no section of the revenue statutes (e.g. Sec. 611°of 
the 1928 Act) authorizes the ratification of any 
“illegal tax assessment” and (3) Sec. 3220 of the Re- 


% Cf. Union Pacific R. R. Co. v. Dodge, 98 U.S. 541 (decided in 1879). 
4 Cf. Nauts, Collr. v. Clymer, 36 Fed. (2d) 907 (C. C. A., 6th). 
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vised Statutes stipulates that “any illegal tax assess- 
ment,” if paid, may be duly recovered back by the 
“assessed payer” thereof (e.g. by an “assessed (Sec. 
280) transferee’). Finally, the filing of an abatement 
claim, in such case, by its transferor is immaterial *°; 
and Graham & Foster v. Goodcell,?® does not hold 
otherwise. 


The Taxation of Chain Stores 
(Continued from page 415) 


Gross income over’ 1,000,000 but not over 


Qf) | ae 9/20 of 1% 

Gross income over 2,000,000 but not over 
3,000,000 ..... 10/20 of 1% 

Gross income over 3,000,000 but not over 
. 4,000,000 ..... .... LM2Q of 1% 

Gross income over 4,000,000 but not over 
i) 12/20 of 1% 
Gross income over 5,000,000 ... a 13/20 of 1% 


Between July 29 and December 31, 1933, the chains 
will be required to pay an occupational tax measured 
by gross incomes, but will be given credit for the 
chain store tax which has already been paid on a 
per store basis. In the payment of occupational 
taxes on gross income subsequent to January 1, 1934, 
credits shall be allowed for taxes paid during the 
year for which such occupational tax is due on mer- 
chants’ stock in stores, fifty per cent or more of 
whose gross income was derived from retail opera- 
tions. 


This is the unique feature involved in the law. In 
almost all states where a license tax is levied on 
chain stores on a per store basis, the prevailing prac- 
tice has been for the proceeds to go into the state 
treasury. This has given rise to a cry of alarm from 
local taxation districts that it is but another case 
of the state grabbing tax revenues rightfully belong- 
ing to the local taxing districts. Insofar as the 
specific chain store tax is designed to measure the 
extent to which the personal property of the chains 
is under-assessed in comparison to the independents, 
there is some justification for the assertion that the 
chain store tax belongs to the locality. Insofar, how- 
ever, as the local authorities have shown themselves 
incapable to administer the assessment laws in the 
interests of reasonable equality, their claims to the 
chain store tax are considerably weakened. The 
provision for a property tax offset in Wisconsin law 
was, therefore, a concession to local taxing districts 
who felt that the tax on merchants’ stock rightfully 
belonged to them. 


Whether or not the Tax Commission will be able 
to cope with this feature of the law remains to be 





> Cf. Graham v. Dupont, 262 U. S. 234 (decided in 1923). 
6282 U. S. 409 [Cited in the first paragraph of this article]. 





DEFENDABLE-TAX-APPRAISALS 


BY 
ANALYTICAL APPRAISAL ENGINEERS 


STANDARD APPRAISAL COMPANY 
6 CHURCH ST., NEW YORK, N.Y. 


CHICAGO BOSTON 


SAN FRANCISCO 











L% 
L% 
1% 
1% 
1% 


ins 
‘ed 
the 
La 
nal 


November, 1933 


seen. Local clerks are required to certify to the Tax 
Commission the personal property taxes paid, the 
valuation of all personal property, and the valuation 
of all merchants’ stock for chain organizations claim- 
ing a personal property tax offset. Heretofore, it has 
devolved upon the Tax Commission to see that the 
personal property of chain organizations was not 
under-assessed in comparison with the property of 
independents. Henceforth, it will not be surprising 
if in some taxation districts the reverse will be true. 
The rates under the occupational tax are so grad- 
uated that chains with an efficiency turnover above 
the average will pay more occupational tax than the 
personal property tax offset will amount to. These 
organizations will henceforth have little or no inter- 
est in the local assessment. If their merchants’ 
stock is assessed above the common level, they will 
have more property taxes to pay but less occupa- 
tional tax to pay into the state treasury. It will, 
therefore, be the lot of the Tax Commission to see 
that reasonable equality in the assessment of mer- 
chants’ stock is maintained. 


The Wisconsin law met with considerable opposi- 
tion in the legislature on the grounds that it was a 
sales tax and would, therefore, be passed on to the 
consumer. The extent to which this occupational 
tax on chain stores will be shifted from the chains 
to the consumer will depend to a very large extent 
on the efficiency of merchandising on the part of 
competing independent merchants. In_ localities 
where the independent merchants are still buying 
through jobber, wholesale channels are slack on col- 
lection methods and free in the granting of credits, 
it might well be possible that chains will recoup in 
the form of higher prices charged.to the consumer. 
Where, however, the independent merchants have 
organized and buy cooperatively and where they 
operate on a cash basis, thus eliminating bad debts 
and collections, a major portion of the tax will doubt- 
less have to be absorbed by the chains themselves. 


The Wisconsin occupational tax on chain stores 
is in no sense a perfect law. It must be regarded in 
the nature of a compromise measure. It represents, 
in the main, a conflict between idealism and ex- 
pediency in human affairs. The extent to which the 
Tax Commission will be successful in maintaining 
equitable assessments under the offset provisions of 
the act and the extent to which the tax on gross 
income derived from retail operations will be a fairer 
measure of the contributions which should be made 
to the cost of government by chain organizations, 
should be of general interest to students in taxation. 


New Tax Publications 


“Financial Handbook” (Second Edition), edited by Robert 
H. Montgomery. Published by The Ronald Press Com- 
pany, New York, N. Y., pp. 1628. Price $7.50. 


Although not precisely classifying as a tax publication, 
this handbook has such usefulness as a guide to corporate 
and other business matters that arise in connection with 
income, excess profits, dividend, capital stock and other 
taxes levied by the Federal Government and various states 
that it rates a prominent place in a well-equipped tax 
library. 

The first edition has for many years been a standard 
reference source. The new edition is a complete revision, 
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This work sets forth the tax questions usu- 
ally involved in Wills and in the various 
kinds of Trust instruments, together with 
authorities, and presents some practical sug- 




















gestions for tax saving which the author 
gained from experience. 


It is designed as an aid to lawyers and 
trust officers in becoming familiar with the 
many tax porblems—inheritance, estate, gift 
and income—involved in preparing Wills and 
Trust instruments and thus enable them: 





(1) To guide the Donor or Testator in dis- 
tributing his estate with the greatest tax 
economy, 




































(2) To advise the Donor of a Trust what 
powers he may reserve to himself without 
making the Trust taxable, 


(3) To prepare the way for the Executor 
and the Trustee to save possible additional 
taxes during their respective administrations 
of the estate, 


(4) To prepare the way even for the bene- 
ficiaries to save possible additional taxes long 
after the distribution of the estate, 


(5) ‘To create a business or a liquidating 
trust without rendering it subject to the 
many taxes applying to corporations, and 

(6) To determine when it is advisable to 
organize a liquidating trust in lieu of a cor- 
poration in connection with the reorganiza- 
tion of a real estate bond issue. 


BAKER, VOORHIS & CO. 
119 Fulton St., New York. 


Please send me Robinson—Saving Taxes in 
Drafting Wills and Trusts for five days examina- 
tion at the end of which time I will either return 
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bringing up to date and adding much new matter on 28 
major divisions of finance—Corporate Organization and 
Procedure; Promotion and Financial Plans; Financial 
Statements and Reports; Working Capital Management: 
Control of Cash Receipts and Disbursements; Controlling 
the Inventory Investment; Credits and Collections in 
Financial Management; Law of Negotiable Instruments. 
Interest and Usury; Fixed Capital Expenditures; Readjust- 
ing and Reorganizing Solvent Concerns; Compositions— 
Receiverships — Reorganizations — Bankruptcy; Banking 
Organization and Practices; Bank Loans and Other Bank- 
ing Services; Money and Credit; Investment Securities 
and Their Analysis; Investment Banking; Investment 
Trusts; Insurance; Real Estate Transactions; Mathematics 
and Calculations in Finance; Export and Import- Pro- 
cedure; and Foreign Exchange Transactions. 

Forms, charts, and tables where applicable facilitate 
easy understanding and application of textual matter. 

A key to the multiferous information in the handbook 
is provided by an exhaustive 60-page index, containing over 
7,000 references. 


“The Theory and Practice of Modern Taxation” by 
Judge William R. Green. Published by Commerce Clear- 
ing House, Inc., 205 West Monroe St., Chicago, IIl., pp. 266. 
Price $2.75. 


Those interested in taxation (it is difficult to conceive, 
under present conditions, who is not) have the opportunity 
in this book to profit from an exposition of it by one who 
has for many years been a recognized authority in the 
underlying theories of public finance and who has until 
very recently had an influence in drafting Federal tax 
laws second to none in this country. 


Before serving as chairman of the Ways and Means 
Committee of the United States House of Representatives, 
the author attained disinction as a practical student of 
taxation and as chairman of the Ways and Means Com- 
mittee of the United States House of Representatives his 
ability and knowledge in tax legislation proved the dismay 
of interests which time and again attempted to steer the 
government into adoption of inequitable and unsound tax 
schemes. An extraordinary background of knowledge of 
the subject from an academic standpoint and of practical 
experience in the application of tax principles as attorney, 
statesman, and latest as judge of the Court of Claims of 
the United States eminently equipped Judge Green to 
produce an outstanding book on the theory and practice 
of modern taxation. 


The book is a storehouse of interestingly presented in- 
formation on tax principles enunciated by the leading 
economists from Adam Smith to date, from which the non- 
essentials of theoretic speculation have been eliminated. 


The reader will find that the author has with gratifying 
success achieved his objective insofar as historical treat- 
ment is concerned, which in the Preface is stated as follows: 
“The aim of the book is to present in a clear and readable 
manner the views of the leading economists of our time 
with reference to taxation and to state the principles laid 
— by them in such form that they can be easily under- 
stood.’ 


The recitation of these principles is but a background to 
the treatise. Arguments and reasoning which support or 
contradict these principles are presented, and finally the 
effect of the imposition of the various forms of taxes— 
an angle of the subject which strikes home from the tax- 
payer’s standpoint—is considered in order that the reader 
may not only have the benefit of conclusions reached by 
economists, but that he may recognize the merits or defects 
of the various kinds of taxes from results obtained in actual 
practice. 


Even the tax savant is likely to share with a reviewer 
the conclusion that putting a clip on every page that 
contains a statement of unusual interest is impracticable, 
because when the book is finished nearly every page has 
a clip attached. 


The following list of chapter “headings” provides an 
insight into the broad scope of the book: Taxation in 
General; The Trend of Modern Taxation; The Principles 
of Taxation; Typical Taxes in Relation to the Incidence 
of Taxation; Income and Profits Taxes in General; The 
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American Tax on Individual Incomes; The Incidence of the 
Income Tax; Excess Profits Taxes; The United States 
Tax on Net Profits of Corporations (Otherwise Known as 
the Corporation Income Tax); Capital Gains and Losses; 
Collection and Evasion of the Income Tax; Customs 
Duties; Sales Taxes (The French Turnover Tax, The 
Canadian Sales Tax, The Gasoline Tax, Sales and Excise 
Taxes on Luxuries, Sales Taxes in Other Countries in 
Europe, Special Sales Taxes in the United States); Estate 
and Inheritance Taxes in the United States; Inheritance 
Taxes or Death Duties in Europe; The British System of 
Taxation (In Comparison with that of Other Countries); 
The French System of Taxation (In Comparison with 
That of Other Countries); Occupation Taxes; The Burden 
of Taxation in the Principal Countries; Capital Levies; 
National and State Expenditures in the United States; 
State Taxation in General (State Taxes on Real Estate, 
State Taxes on Tangible Personal Property, State Taxes 
on Intangible Personal Property, The Rates of State In- 
come Taxes); Topical Index. 


“Current Problems in Public Finance.” Published by 
Commerce Clearing House, Inc., 205 W. Monroe St., Chi- 
cag, pp. 391. Price (cash with order) $2.75; otherwise 
$3.25. 


This volume is a compendium of more than fifty lectures 
on taxation, many of them by leading tax authorities of 
the country, which were delivered at the National Con- 
ference on the Relation of Law and Business, held under 
the auspices of The School of Law and The School of 
Commerce, Accounts and Finance of New York University. 

The book is a compact reference source on taxation, 
containing a wealth of valuable information, much of which 
is unavailable elsewhere, and most of which could not be 
obtained except by reference to many different sources. 

The table of contents which follows provides a better 
idea of the scope and merit of the publication than could 
be given within available space limits in narrative form. 


I. CHARTING THE PusLic FINANCE PROBLEM. 
Business and Public Finance, Thomas J. Watson, President. 
Merchants’ Association of New York. 


The Public Finance Problem as a General Observer Sees It, 
Virgil Jordan, Economist, McGraw-Hill Publishing Co. 
The Public Finance Problem—As the Legislator Sees It, Sea- 

bury C. Mastick, New York State Senator. 


The Public Finance Problem from the Producer’s Point of 
View, Robert R. McCormick, Editor, The Chicago Tribune. 


Il. Tue Proper Scope or GovERNMENTAL ACTIVITY IN GENERAL AND 
IN THE NEw Economic SITUATION IN PARTICULAR. 


The Value of Discussion, David Sarnoff, President, Radio 
Corporation of America. 

The Viewpoint of Industry, F. S. Baldwin, Director of Re- 
search, National Industrial Conference Board. 

The Viewpoint of an Engineer, David Cushman Coyle, Con- 
sulting Engineer, New York. 


The Progressive Viewpoint, George Soule, Editor, The New 
Republic. 


III. ReapyJuSTMENT OF Locat GovERNMENTAL ExPENDITURES. 
Are Local Expenditures Excessive? Harold S. Buttenheim, 
Editor, The American City Magazine. 
Graft and Its Control, Luther Gulick, Director, Institute of 
Public Administration, New York City. 
State Control of Local Expenditures, O. Max Gardner, Gov- 
ernor, State of North Carolina. 


(Continued on page 444) 
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IV. REaDJuSTMENT OF LocaL TaxaTION. 

Is Real Estate Taxed Excessively and Inequitably? Frederic 
B. Shipley, Former Commissioner of Taxes and Assess- 
ments, City of New York. 

Reallocation of Functional Responsibilities and Reorganization 
of Governmental Structure as Measures for Securing Greater 
Economy in Local Government, Harley L. Lutz, Professor 
of Public Finance, Princeton University. 

New Sources of Municipal Revenue, Paul Studenski, Ph. D., 
Associate Professor of Economics, School of Commerce, 
Accounts and Finance, New York University. 

The Socialist Viewpoint on Municipal Expenditure and Tax- 
ation, Morris Hillquit, Member of the New York Bar. 

The Cost of Government Through Commissions, Gilbert H. 
Montague, Member of the New York Bar. 


V. READJUSTMENT OF STATE EXPENDITURES AND TAXATION. 


Excessive State Expenditures, Merwin K. Hart, President of 
New York State Economic Council, Inc. 


Economic Adjustment of State Expenditures, Russell Ramsey, 
Director, Taxpayers Research League of Delaware. 
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Carl Shoup, Assistant Professor of Business Administra- 
tion, School of Business, Columbia University. 


VI. READJUSTMENT OF FEDERAL EXPENDITURES. 

The Progressive Viewpoint on Federal Expenditures, Bruce 
Bliven, Editor, The New Republic. 
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Executive Director, National Economy League. 
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A Critical Appraisal of Our Federal Tax Policy, Ernest Minoy 


Patterson, Professor of Economics, University of Pennsy}. 
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Kelly, Superintendent of Schools, Binghamton, N. Y. 
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Districts, Henry C. Morrison, Professor of Education, Uni- 
versity of Chicago. 
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State Education Department. 


Specrat Taxes—Part I. 


State Taxation of Banks, Martin Saxe, Member of the New 
York Bar. 

Taxation of Public Utilities, Frank A. Newton, Chairman, Rate 
Research Committee, National Electric Light Association. 
Taxation Affecting Highway Users, Charles B. Ames, Vice- 
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Some Gasoline Tax Problems, James W. Martin, Director, Bu- 
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Specrat Taxes—Part II. 
Taxation of Chain Stores, Robert W. Lyons, Executive Vice- 
President, National Chain Store Association. 
The Pros and Cons of General Sales Taxation, Alfred G. Buch- 
ler, Professor of Economics, University of Vermont. 
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G. Conley, Governor of the State of West Virginia. 
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Commissioner, Wisconsin State Tax Commission. 
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lem, Alexander N. Sack, Visiting Professor of Law, School 
of Law, New York University. 

The Elimination of Double Taxation, Franklin Spencer Ed- 
monds, President of the National Tax Association. 
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by Means of a Forced Loan, Harold G. Aron, Member of 
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An Economic Analysis of the Justification for the Exemption of 
Government Securities from Taxation, Ivan Wright, Pro- 
fessor of Economics in Charge of Banking, University of 
Illinois. 

Inflation or Deflation: Their Relation to Public Finance, H. 
Parker Willis, Professor of Banking, Columbia University. 


XIII. GovERNMENTAL DEFAULTS—CAUSES AND PREVENTION. 


The Problem of Municipal Bond Defaults, Cari H. Chatters, 
Executive Director, Municipal Finance Officers’ Association 
of the United States and Canada. 

Problem of Defaults on Foreign Government Bonds, Marcus 
Nadler, Professor of Finance, New York University; Re- 
search Director, Institute of International Finance. 


XIV. INTERGOVERNMENTAL DeEBtTs AND TARIFFS. 
Drastic Revision of War Debts: Pro and Con, Peter Moly- 
neaux, Editor, The Texas Weekly. 
Drastic Revision of War Debts: Pro and Con, Lionel D. Edie, 
Vice-President, Mayflower Associates, Inc., New York. 
Tariffs—High or Low, Leland Rex Robinson, President, Inter- 
national Securities Corporation of America, Lecturer on In- 
vestment Trusts, Columbia University, and formerly Ameri- 
can Financial Trade Commissioner in London. 

An Exporter’s Viewpoint of the Tariff, George F. Bauer, Chair- 
man, World Trade League of the United States; Export 
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Mayne S. Howard, Deputy Commissioner, Department of 
Taxation and Finance, State of New York; Director, Tax 
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